THE 2010/2011 BUDGET SPEECH BY THE EXECUTIVE MAYOR OF EMAKHAZENI 
LOCAL MUNICIPALITY, Clr. L. Mohlala 

Date: 31 May 2010 

Venue: Funda Community Hall: Emakhazeni (Belfast) 

Honourable Speaker of Council, Clr. X. S. Ngwenya 

Honourable Members of the Mayoral Committee, Clrs. A. Mbethe and C. Motau 

Representatives from Political Parties 

Honourable Whip of Council, Clr. F. G. Sibanyoni 

Honourable Councillors of our Municipality 

Honourable Executive Mayors from other Municipalities 

The Accounting Officer of our Municipality, Mr. O. N. Nkosi 

Municipal Officials 

Business representatives 

Representatives from Community Based Structures (Ward Committees, CPF, SGB) 

Rate payers 
Family and friends 
Ladies and gentlemen 

Greetings 

Theme: Providing more and better core services within the existing resource envelope 


According to Section 52 of the Municipal Finance Management Act, the mayor of a 
municipality- 

fa) must provide general political guidance over the fiscal and financial affairs of the 
municipality; 

(b) in providing such general political guidance, may monitor and, to the extent provided 
in this Act, oversee the exercise of responsibilities assigned in terms of this Act to the 
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accounting officer and the chief financial officer, but may not interfere in the exercise of 
those responsibilities; 

(c) must take all reasonable steps to ensure that the municipality performs its 
constitutional and statutory functions within the limits of the municipality's approved 
budget; 

(d) must, within 30 days of the end of each quarter, submit a report to the council on the 
implementation of the budget and the financial state of affairs of the municipality; and 

(e) must exercise the other powers and perform the other duties assigned to the mayor in 
terms of this Act or delegated by the council to the mayor. 

I am therefore making an indication Hon. Speaker that, according to Section 24 (1) of the 
Municipal Finance Management Act No. 56 of 2003, the MFMA, the Municipal Council must at 
least 30 days before the start of the budget year consider approval of the annual budget. And in 
order to comply with the above provision, the Mayor of a Municipality must in terms of Section 
6 (2) table the annual budget at a Council meeting at least 90 days before the start of the budget 
year. 

Accordingly Hon. Speaker, Council approved the draft annual budget on the 31 March 2010. 
Further, Section 24 (2) of the MFMA states that an annual budget must be approved before the 
start of the budget year. I therefore make an indication to you Hon. Speaker that the budget I am 
about to present to the public today has been approved by Council as per the above stipulations 
of the MFMA. 

In compiling this budget, National priorities have been taken into consideration, together with 
Circular no. 51 of the National Treasury: Municipal Budget Circular for the 2010/2011 MTREF, 
an the Municipal Finance Management Act. The budget is linked to the revised IDP priorities 
which include the reprioritization through the Municipal Turn Around Strategy. 

Hon Speaker, after having made the above indication on compliance, I would like to greet all of 
you gathered here today in Madiba’s words on his release from prison in 1990, edited of course 
to fit in this occasion. I stand before you, not as a prophet but as a humble servant of you, the 
people. Your tireless and heroic sacrifices have made it possible for me to be here today. I 
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therefore place the remaining months of my deployment and that of all the deployed Councilors 
in your hands 1 . We pledge before you today that we are not going to rest until we have achieved 
the ideals of a society free of poverty and deprivation. 

This is the first budget speech I present to you in the absence of my immediate family members. 
Nature has its way to deal with human kind and so I have accepted what was dealt to me. Allow 
me Mr. Speaker to bid my husband Mr. Mohlala farewell and thank God & all of you for the 
support you offered me & my family during our time of loss. May God bless you for that. You 
are my family, and I could not have asked for more. May the souls all those who have departed 
rest in peace. 

Hon. Speaker, I am presenting a budget that has been subjected to all the budget preparation 
processes as prescribed in Sections 21, 22, and 23 of the MFMA, as far as publication and 
community consultation is concerned. Further, Hon. Speaker, the expenditure on this budget is 
prepared as per Section 18 of the MFMA which stipulates that: 

(1) An annual budget may only be funded from- 

(a) Realistically 2 3 anticipated revenues to be collected; 

(b) Cash-backed accumulated funds from previous years’ surpluses not committed for other 
purposes; and 

(c) Borrowed funds, but only for the capital budget referred to in section 17 (2). 

(2) Revenue projections in the budget must be realistic, taking into account- 

la) Projected revenue for the current year based on collection levels to date; and 
(b) Actual revenue collected in previous financial years. 

When presenting the 2009/2010 budget, our theme was: 

Back to the basics of the Reconstruction and Development Programme of 1994 (ANC). We 
indicated that in the National and Provincial elections of 2009, the majority of the Emakhazeni 

1 Italics used for own addition to the quoted speech 

2 Bold for own emphasis 
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residence voted for the party with the core values they mostly associated with. The party that 
developed the Reconstruction and Development Programme (RDP) of 1994, with the following 
four areas of principle namely: 

• Meeting the basic needs 

• Developing human resources 

• Building the economy 

• Democratizing the state and the society 

The party that developed a transformation programme that was people centred, people driven, 
innovative in the ways in which it combines growth and development, and is committed to 
continuously achieve overall coherence and unity of purpose. The party I am talking about is 
leading Emakhazeni Local Municipality and governing in South Africa, that is, the African 
National Congress. All the policies that will be referred to in this speech are those developed 
and adopted by the ANC led government structures. The budget I am presenting today clearly 
indicates how the communities are well catered for by the Government that is ANC led. 

Let me take this opportunity and thank all the responsible Community members of Emakhazeni 
for defending their democratic gains during the hooliganism-fueled protests between August and 
November 2010. You have worked hand in hand with your leaders in the various wards to ensure 
that all the hooligans are identified and brought to book. Thank you once more for not taking the 
law into your own hands but allowed the SAPS to do their job unhindered. It is true that together 
we have conquered evil and we are still going to do more. This is an indication that you fully 
understand that the Municipality comprise of the three components, namely; the Council, the 
Administration, and the Community at large. Like a three legged pot, if one foot is shortened, the 
other two would not be able to support the pot. Therefore, it calls for all the legs to be of the 
same size and shape attached to the pot, meaning that, all these components should be bound 
together by the same vision, core values and principles. 

How then have we spent the 2009/2010 budget thus far? 

The 2009/2010 budget gave effect to the objects of local government as stipulated in Section 152 
(1) (a) to (e), and (2), of the Constitution of the Republic of South Africa. This is what has been 
done: 
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(a) Provision of democratic and accountable government for local community 

• We ensured that all the Council committees are functional and they sit as per the 
adopted schedule of meetings. 

• These committees play an oversight role on all the agreed upon functions of the 
administrators within Emakhazeni. 

• The committees further recommend to the Mayoral Committee which further 
recommends to Council on non-delegated matters such as the adoption of the 
budget and the Integrated Development Plan of the Municipality, and resolve on 
delegated matters. 

• Council meetings are called as per the schedule of meetings and matters 
democratically resolved. Our Council meetings are open to the public at all times. 

• Council resolutions are then communicated to the public through the office of the 
Speaker. This means that the Ward Councilors communicate with ward 
committees and Community Development Workers and prepare for the 
community meetings. Let me further indicate that some ward committees have not 
functioned in a manner satisfactory. It is for this reason that ward committees 
were invited to a revival conference within the Municipality, and the one 
organized by Nkangala District Municipality. 

• The IDP consultative meetings are held, although towards the end of 2009, our 
schedule was disturbed by the sporadic protests. These meetings were rescheduled 
for January 2010 and they did take place. Further, the sectoral meetings with the 
various stakeholders were held o the IDP and the proposed Municipal Turn 
around Strategy, introduced by the National Department of Cooperative 
Governance and Traditional Affairs. The IDP Indaba was held to consolidate the 
prioritized needs from the community. 

• The budget consultative meetings were held in various wards. Further, the draft 
budget was posted to our web site for further consultation. Social partners were 
also consulted on the draft budget including the various political structures within 
Emakhazeni. Further, the draft budget was sent to the Provincial and National 
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Treasury for guidance. All the inputs from the local community were consolidated 
in the Budget Indaba held on 20 May 2010. 

(b) Ensure the provision of services to communities in a sustainable manner 

• The Municipality has continued to provide basic services in a sustainable manner. 
All our urban areas have received basic water, basic electricity, waste removal, 
sanitation related services, the management of streets, without interruption. 
During the SAMWU strike, we ensured that the essential services are provided to 
our communities. In this regard, this we must thank the Union shop stewards 
within Emakhazeni for caring for the community they are serving. 

• In the past four years, a total of more than R40 million capital budget has been 
dedicated to water, sanitation and electricity infrastructure, to ensure that the 
community has access to these services. 


• The following are projects in relation to the above point: 


PROJECT NAME 

PROJECT STATUS 

WARD 

AMOUNT 

SPENT 

Water link from Kraai spruit to 
Belfast Dam 

100% complete 

2 

R 2.5 million 

Compilation of Land Use 
Management Scheme 

LUMS accepted by 
NDM and 

proclamation to be in 
May 2010 

All 

Wards 

R 2 million 

Extension of Dullstroom 
Cemetery 

Consultants busy 
with EIA. ROD 

issued 

4 

R 700 000 

Upgrading of Dullstroom water 
treatment plant 

85% construction 

progress 

4 

R 2.8 million 

Upgrading of sports facility in 
Sakhelwe 

30% in progress 

4 

R 300 000 

Upgrading of sports facility in 
Emthonjeni 

70% in progress 

5 

R 400 000 
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Upgrading of Siyathuthuka 
sports complex(fencing) 

100% complete 

3 

R 600 000 

Paving of 1km street in 
Siyathuthuka complete with 
kerbing & storm water 
drainage 

Contractor moved on 

site (additional 
funding of R450 000 
needed for storm 

water) 

3 


Paving of 1km street in 
Emthonjeni complete with 
kerbing & storm water 
drainage 

Contractor appointed 
in March 2010. Site 

has been established 

6 

R 1 million 

Widening of Bhekumuzi 
Masango Drive 

Contractor appointed 
and busy with site 
establishment 

1 


Upgrading of the electricity 
network in Entokozweni and 
Emgwenya 

Bid evaluation 

committee sat on 1 1 
May 2010. Awaiting 
Bid adjudication 
committee 

5,6,7 


Installation of VIP toilets- 
phase 1 

100% complete 

1&2 

R 1 million 

Phasing out of sewer treatment 
plant in Machadodorp 

Contractor out of site. 

New contractor to be 
appointed soon. 

5 

R 4 million 

Upgrading of Bus route in 
Siyathuthuka Extention 3 

100% complete 

1 

R 2.8 million 

Replacement of sewer line to 
sewer treatment plant in 

Belfast 

100% complete 

1 

R 1 .5 million 

Supply of three compactor 
trucks 

Trucks delivered in 
May 2010 

All wards 

R 1.8 million 

Supply of Cherry Picker for 

Trucks delivered in 

All wards 

R 600 000 
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electrical section 

February 2010 



Construction of two firehouse 
Emgwenya and Dullstroom 

Geotech report for 
Emgwenya 
completed. Awaits 
appointment of 

contractor. 

7 

R 600 000 

Construction of 60 RDP houses 
in Sakhelwe proper 

17 houses occupied 

20 completed with 
snags. 9 at foundation 
level. 

4 

R 1840 000 

Construction of 200 RDP 

houses in Sakhelwe Ext 2 

25 houses roofed & 
plastered 17 houses at 
plumbing level 3 
houses are roofed & 
busy with plastering 

4 

R 2475 000 

Convertion of 

Emthonjeni, Emgwenya Hostels 
into family units 

1 block ground floor 
has been completed. 

2 block have been 

laid foundations 

5 

R 2100 000 

Construction of 171 RDP 
house in Siyathuthuka 

26 wall plates 
completed, + 45 
houses have been 
plastered, fitted 
toilets and fitted 

doors and rectified 
other snags 

1 

R 2840 000 

Construction of 380 RDP 
houses in Emthonjeni 

1 occupied 4 houses 
are roofed & 
plastered 17 at wall 
plate 

5 

R 1240 000 
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MIG PROJECTS 2010/2011 


PROJECTS 

BUDGET 

PROGRESS 

WARD 

Paving of a road in 
Emgwenya 

R1 000,000.00 

Contractor still 
working site 

7 

Paving of a road in 
Emgwenya 

R1 000,000.00 

Contractor still 
working on site 

7 

Paving of Manzini street 

R1 000,000.00 


3 

Completion of 160 meter 
road in Ext. 3 

Siyathuthuka 

R800 000.00 

Contractor still to 
be appointed 

1 

Rehabilitation of waste 
dump site in 
Belfast/Siyathuthuka 

R3 893 670.00 

Bid Evaluation 

Committee to 

consider the 

tender 

1 

Paving of Sanel road in 
Dullstroom 

R1 000,000.00 


4 

Paving of a road in 
Sakhelwe 

R1 000 000.00 


4 

Installation of highmast 
lights 

R680 000.00 


6 

PMU 

R545 000 


All wards 


2010/2011 NDM COMITTMENTS 


PROJECT NAME 

BUDGET 

WARD 

Replacement of electricity 
meters and alignment of 
mini-subs 

R2,5 million 

1,2, 3, 5, 6 

GRAP 17/GIS 

R2 500 000 

6,5, 1,7 
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Upgrading of waste water 
treatment plant 1 st phase in 
Dullstroom 

R5 million 

4 

Upgrading of water treatment 
plant and rising main 1 st 
phase in Emgwenya. 

R3 million 

7 

Installation of VIP toilets 

R2 million 

Rural Areas 

Installation of boreholes 

R1 million 

Rural Areas 

Installation of Engineering 
services at Van Wyk’s Vlei 
ptn 6. 

R1 000 000 

5 

Installation of Engineering 
Services in Sakhelwe 

R500 000 

4 

Replacement of T4 in Belfast 
CBD 

R1.5 million 

1 

Installation of boreholes 

2 million 



COMMITMENTS FROM SOCIAL PARTNER (NBC EXXARO) 


Project Name 

BUDGET 

WARDS 

Completion of the Bus Route in Siyathuthuka 
Ext. 3 (160 meters with kerbs and storm water 
drainage) 

Rl,5 million 

1 

Link road from Spitzkop road to Ext 3 

R5 million 

1 

Fencing of Alfred Mahlangu Park in 
Siyathuthuka ward 3 

R700 000.00 
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COMMITMENTS FROM SOCIAL PARTNER (NKOMATI MINE) 


PROJECT NAME 

BUDGET 

WARDS 

Paving of road in Emgwenya 

R4.5 million 

7 


• Vehicles for services have been purchased by both the Municipality and the 
Nkangala District Municipality 


Source of fund 

Vehicles purchased 

Total value 

Emakhazeni 

Local 

1 X Sewer Truck 

R 800 000 

Municipality 


TLB 

R 400 000 



Water Tank 

R 900 000 



1 LDV 

R 120 000 



1 Tractor 

R 350 000 

Nkangala District Municipality 

3 X Refuse Compactor Trucks 

R 650 000 each 



1 X Bull Dozer 




1 X Cherry picker 

R 1 million 




R 600 000 


3 Promotion of social and economic development 

• Our social partners have continued to invest in infrastructure development within 
Emakhazeni so as to boost economic development. The St. Michaels golf estate is 
being developed. This is a private project that responds to the development along 
the Maputo corridor. 

• Assmang Chrome further heeds the call by the President to elevate Health to be a 
societal issue. On the 03 December 2009 an up market medical centre was opened 
in Machadodorp. The name thereof is Kuphila. This is further in response to the 
Millennium Development Goals of ensuring that primary health is provided for. 
By providing for such infrastructure and human resources, the status of our people 
has tremendously improved. It will be difficult for me to mention the total costs of 
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this project since the betterment of the lives of our people can not be reduced to 
monetary value. The renovation of the building itself amounted to R500 000.00. 

• The Local Economic Development projects have suffered again this financial year 
with a bakery in Emgwenya closing and other projects not yielding good produce. 
This is due to the lack of seriousness on the side of beneficiaries in ensuring that 
they sustain their projects. A new approach will have to be developed in order to 
assist our youth, women and the disabled, in taking care of their projects. 

• However, as a municipality that cares about its people, we have ensured that the 
bakery at Emgwenya does not go to the books of history as a major flop, by 
leasing it out to a black Entrepreneur who was born in Emgwenya but left to other 
areas to seek knowledge & fortune. This local Entrepreneur has, now come back 
to invest in his own birth place. A lot of work has been done & the Bakery could 
be re-opening in the next few weeks. 

• Vegetable gardens have done well thus far. 

• This financial year saw the launching & opening of the coal yard project done 
with the assistance of NBC Exxaro in Siyathuthuka. However, more attention 
needs to be given to the 10 young beneficiaries so that the project does not 
collapse like other before. 

• Nkomati Mine is continuously assisting us to continue with the Emgwenya 
Strawberry & vegetable project as well as the Entokozweni bakery. In fact an 
eating house has just been finished to enhance the business further. 

• Furthermore, with the assistance of Assmang Chrome we have launched the 
Entokozweni brick making factory. 

4 Promotion of a safe and healthy environment 

• Working together with the Department of Water Affairs the Municipality 
embarked on the programme of the cleaning the neglected water drainage areas. 

• Our traffic department continues to do a good job in ensuring that motorists are 
safe on our roads by monitoring the speed in all the key areas. 
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• The dedicated staff for the fire department has been taken for serious courses so 
that they will be able to face the challenges caused by veld fires within our 
Municipality. 

• To the extent that the Municipality takes matters of health and safety seriously, 
we are proud to announce that Emakhazeni Local Municipality is regarded as the 
fifth best municipality with regards to management of water services. I am 
pleased to present to you the Blue Drop status certificate. 

5 Encourage the involvement of communities and community organizations in the matters 
of local government 

• At all times communities have been informed of the municipal activities in all 
wards and they have actively participated in these activities. 

• We have received letters from our ratepayers indicating their concern on how we 
managed issues within the municipality. We have tried to respond to a number of 
those concerns by inviting the ratepayers to form part of our strategic planning 
meetings. Sharing information has assisted in clearing a number of 
misunderstandings. We are therefore boasting by having the ratepayers that 
participate actively in the matters of government, with the aim of improving 
development within our municipality. 

• Further, the farmers have also played a major part in issues of property rates. The 
established forum that is to guide the Executive Mayor has to work very hard in 
this financial year to ensure that the majority of our farmers are not left out on 
issues of development. Let me commend all the farmers who have contributed to 
the improvement of the lives of our people by either signing the memoranda of 
understanding with the municipality so as to allow the farm dwellers to have 
access to basic water, sanitation and electricity. Share this with those who have 
not yet understood the freedom that came with our democracy. 

• Our website has been used in order to inform the residents of a number of events 
and further, the dates of meetings. For those who have no access to internet, we 
have ensured that notices are issued and loud hailing is done to afford them the 
opportunity to participate in the municipal activities. 
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• The HIV voluntary testing campaign went well in Waterval Boven and we would 
like to thank the more visible sector department, the Department of Health, for a 
well coordinated event. All the leaders are urged to go and test so that they lead 
their subjects by example. 

• Participation in the soccer Friday events have been great. Even though we are not 
hosting the World Cup games in the Municipality but the vibe is here. We feel it. 
Our stadia are being renovated and the youth behave well in the games. What 
more can we request for? 

rd 

• Just yesterday, we saw Emgwenya take everything on offer during the 3 
Mayoral Cup event to be held in our term. Infact the winning teams are here with 
us today. 

All the above have been achieved within our financial and administrative capacity 

The budget that council has approved for the 2010/2011; 2011/2012; and 2012/2013 has 

been compiled in accordance with National priorities - doing more with existing resources 

In his 2010 State of the Nation Address, the President signalled that government intends to: 

• Deliver more and better services in a caring and efficient manner; 

• Hold political office bearers and public servants accountable; 

• Shift resources to new priorities; 

• Move from debate to effective implementation and decisive action; and 

• Work in partnership with communities, labour and business to achieve our shared 
objectives. 

• These objectives are directly relevant to municipalities. The challenge for each 
municipality is 

• To do more within its existing resource envelope. 

The national Budget Review 2010 notes that over the next few years, government must deliver 

more services, and deliver them more efficiently, within a tight resource envelope. 

Municipalities will have to develop a new way of working in order to achieve this objective. As 
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Emakhazeni Local Municipality, we have been practicing the cautious measures when dealing 
with our resources since the year 2006. 

• We have reviewed our IDP for the past four years without failure and moved resources 
through reprioritization, according to the changing circumstances within our area and 
according to the people’s needs. 

• We have reviewed the budget expenditure, reported to the community on the budget 
challenges that we were facing and reported on all developments, including developments 
implemented by the private sector, and other departments. 

• We have compiled, in house, assisted by the office of the Auditor General in 
Mpumalanga and the Department of Finance, credible financial statements on time and 
without failure for the past four years, and received unqualified audit opinions for the 
said number of years. 

• We have drafted our annual report, published it for comments by the community, 
Provincial and National Departments, and further subjected it to the oversight committee, 
before adopting the final version. This we have done without failure for the years in 
which we accepted deployment. 

• Our performance management system is operational. We have appraised our Municipal 
Manager and the Section 57 managers, and further indicated that we need to monitor 
performance of all our employees. I must indicate though that we have not been able to 
pay the performance bonuses for the above appraisal due to the tightness of the resource 
envelope. Our managers are aware of this and we want to thank them for understanding 
and perseverance. Things will soon shape up. 

• Our IDP has been found to be credible by the MECs for Local Government and Housing 
in the past, and the MEC for Cooperative Governance and Traditional Affairs last week. 

• Further, we have received the certificate as Ambassadors of Clean Audit from the MEC 
and the recognition for the same achievement from SALGA National members Assembly 
held on the 10-12 May 2010. 

• Our salary percentage is an indication that we are labour intensive in our approach. 

• We have gone all out to uproot fraud and theft of the municipal services such as 
electricity. In a number of households where illegal connections were found, we have 
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acted with speed to cut the electricity off and allowed the owner to make arrangements 
for payment. More is still to be done in this regard. 

• We must indicate that none monitoring of consumption of basic services in state 
institutions is creating a challenge for the municipality. None payment of consumed 
resources become a challenge since we purchase these resources and make them available 
to these institutions. It therefore lives us with an option to propose for the conversion of 
all metres to pre paid. 

• Further, we have internally advertised and appointed unit managers who will work with 
the ward councilors and the ward committees in the respective wards in order to expedite 
service delivery. We would like to congratulate the following officials for their 
appointment as unit managers. 


Official appointed 

Unit 

Mr. Daniel Mkhonza 

Emthonjeni and Entokozweni 

Ms. Susan Mare 

Sakhelwe and Dullstroom 

Mr. Geodfrey Matlala 

Emgwenya 


Hon. Speaker, Chapter 12 of the Local Government Budget and Expenditure Review 2008 
analyzed the extent to which municipalities were supporting job creation. The analysis further 
indicated that, each municipality must explore how it can contribute to job creation when 
revising their IDPs and preparing their 2010/2011 budgets. However, municipalities should not 
just employ more people without any reference to the level of staffing required to deliver 
effective services, and what is financially sustainable over the medium term. The municipality 
ought to focus on maximizing its contribution to job creation by: 

• Ensuring that service delivery and capital project use labour intensive methods wherever 
appropriate; 

• Ensuring that services providers use labour intensive approaches; 

• Supporting labour intensive LED projects; 

• Participating fully in the Extended Public Works Programme; and 

• Implementing interns programmes to provide young people with on-the-job training. 
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This we have done and we will continue doing in order for our people to have decent jobs. 
Further, we have engaged our social partners in mining on issues of skilling our youth for easy 
access of job opportunities. It must be further noted that the Waterval Boven FET college has 
been earmarked as an institution that will train our youth. I must hasten to raise my 
dissatisfaction with the manner in which the office of the MEC for Education is handling the 
matter of the transfer of the FET College back to Nkangala where it belongs. The letter was 
written to the MEC two months ago and instead of a written response, a verbal response was 
given by her PA that the MEC has agreed to transfer the institution. This matter will be pushed in 
such a manner that by end of June, all stakeholders come together to discuss the type of courses 
to be offered in this institution under Nkangala FET. 

Public Safety 

• The graduation of the 03 Traffic interns (Ms. P. Radebe, Mr. E. Maseko and Mr. M. 
Mabuza) into qualified Traffic Officers and Mr. S.E. Ntibane as a qualified Fire Officer. 

• Appointment of five Fire interns and three Licensing Clerk interns within the Public 
Safety Section. 

I must also indicate that amendments were made to the Supply Chain Policy in a manner that 
will improve the lives of the service providers within Emakhazeni. We have embarked on a 
campaign of educating our service providers on issues of tendering since we felt that they need 
further training on these matters. 

Hon. Speaker, the Municipality took the following matters of importance into consideration 
when preparing our budgets for 2010/2011 and Medium Term Revenue and Expenditure 
Framework: 

Headline inflation forecasts. 


Fiscal year 

2008/09 

2009/10 

2010/11 

2011/12 

2012/13 

Actual Estimate Forecast 

Headline CPI Inflation 

9.9% 

6.7 % 

5.7 % 

6.2% 

5.9 % 


Source: Budget Review 2010 
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Matters relating to SALGA 

However, we are also taking into account the wage agreement SALGA concluded with 
municipal workers unions on 31 July 2009, comprising of a 10.5 per cent increase from 01 July 
2009 and a 2.5 per cent non- pensionable allowance, which is pensionable from July 2010. The 
issue of the job evaluation and the wage curve has been taken into consideration when compiling 
the budget. 

Revising rates, tariffs and other charges 

When the tariffs were revised, the following was taken into consideration: 

• Organized Labour related issues (i.e. the wage agreements with unions) and other input 
costs of services provided by the municipality or entity, 

• The need to ensure financial sustainability, 

• Local economic conditions and the affordability of services, 

• The municipality’s indigent policy. 

• Relevant policy developments in the different sectors. 

• In considering changes in property rates, we took cognizance of local economic 
conditions such as the down turn in the property market, trends in household incomes and 
unemployment. We further noted that excessive increases in property rates and other 
tariffs are likely to be counterproductive, resulting in higher levels of non-payment and 
increased bad debts. 


Hon. Speaker, I must indicate that we intend to keep increases in rates, tariffs and other charges 
as low as practically possible. It is however not practically possible to limit our increases to 6 % 
as indicated by National Treasury. We have therefore made an indication in a form of a historical 
inflation rate graph, for further clarity. The graph is indicated below: 
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However when reviewing the above graph of the historical inflation rate we are taking in a more 
negative approach in terms of the future CPIX which to our opinion will not be less than 12% 
averaged for the 1 5 months up to June 2011. 

Attempts to adopt water tariffs that are cost-reflective 

The national Budget Review 2009 noted that: 

• Over the long term environmental considerations will affect the sustainability of growth. 
Government will promote efficient use of energy and water resources by producers and 
households, alongside measures to mitigate the effects of climate change. Prices that 
reflect economic cost and well-structured environmental taxes should provide incentives 
for efficiency improvements and new investment. 

• South Africa faces similar challenges with regard to water supply as demand growth 
outstrips supply. Better maintenance of infrastructure, new dam construction and cost- 
reflective tariffs will ensure that the supply challenges are managed in future. 

• We are thus going to review the level and structure of their water tariffs carefully, with 
a view to ensuring: 

Water tariffs are fully cost-reflective - including the cost of maintenance and 
renewal of purification plants and water networks, and the cost of new 
infrastructure; 

Water tariffs are structured to protect basic levels of service; and 

Water tariffs are designed to encourage efficient and sustainable consumption 

(e.g. through increasing block tariffs). 

If our municipality’s water tariffs are not fully cost reflective, we will develop a 
pricing strategy to phase-in the necessary tariff increases in a manner that spreads 
the impact on consumers over a period of time. However, we aim to have 
appropriately structured, cost-reflective water tariffs in place by 2014. 

Principle matters on expenditure that were addressed by this budget. 

Given the constraints on the revenue side, need to make need to make some very tough decisions 
on the expenditure side this year. Priorities were given to: 
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• Ensuring that drinking water meets the required quality standards at all times; 

• Protecting the poor from the worst impacts of the economic downturn; 

• Supporting meaningful local economic development (LED) initiatives that foster micro 
and small business opportunities and job creation; 

• Securing the health of their asset base (especially the municipality’s revenue generating 
assets) by increasing spending on repairs and maintenance; and 

• Expediting spending on capital projects that are funded by conditional grants. 

Principle matters in respect of the treatment of revenue foregone 

While not entirely definitive, as each category should be assessed on a case-by-case basis, 
National Treasury suggested that municipalities apply the ‘generally available to all’ rule to 
determine whether an item is revenue foregone or expenditure (most often ‘grant’ expenditure). 
For example, if a rate rebate is available to all ratepayers of a particular category; e.g. residential 
land use, then the rebate should be treated as ‘revenue foregone’. The broadly applied rebate is 
considered an adjustment to the tariff. However, if a rate rebate is provided to a particular 
ratepayer for charitable purposes this should be treated as expenditure and should be shown as a 
grant. Such a rebate to specific indigent households is an efficient way of collecting the property 
rates and then making an equivalent donation. 

Principle matters in respect of GRAP compliance 

We further took into consideration that Municipalities are supposed to comply with Generally 
Required Accounting Principles when drafting their budgets. As far as conversion is concerned, 
we are still in the initial processes. The 2010/2011 allocation from Nkangala District 
Municipality will indicate the assistance to the value of R2 500 000.00 for the Municipality to 
comply with GRAP 17. There are matters that will have to be dealt with in the adjustment budget 
during January 2011 and in particular in respect of the following: 

• Income Statement items relating to Budget: 

Pre-paid electricity: Not quantified yet 
Traffic Fines: Not quantified yet 
Depreciation: Not quantified yet 
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Redemption: No longer on the income statement, now only on Balance Sheet 
Income votes (e. g. MIG income): Conditional, therefore will only recognize income 
once expenditure incurred - no quantification 

• Balance Sheet items relating to Budget: 

Assets: Not quantified yet 

Accumulated depreciation: Not quantified yet 

Redemption: Directly played of against outstanding loan amount 

Suspense votes (e. g. MIG): Conditional, therefore an deferred income vote will be 
created and will only be transferred to Income Statement once expenditure is incurred - 
no quantification. 

SUMMARY OF CAPITAL BUDGET: 2010/2011 

The Summary of the 2010/2011 Budget is as follows: 

The Operating Budget for 2010/201 1 financial year and the indicative outer years be as follows: 


SUMMARY 

CURRENT 

MTREF 2010/2011 - 2012/2013 

DESCRIPTION 

2009/2010 

2010/2011 

2011/2012 

2012/2013 

INCOME 

R 109,211,130.00 

R 128,493.525.00 

R 139,922.051.00 

R 150,794,455.00 

EXPENDITURE 

R 109,211,130.00 

R 128,493,525.00 

R 139,922,051.00 

R 150,794,455.00 

DEFICIT / 

(SURPLUS) 

R 0.00 

R 0.00 

R 0.00 

R 0.00 


The allocation of budget expenditure is as follows: 



MTREF 2010/2011 - 2012/2013 

DESCRIPTION 

2010/2011 

% 

2011/2012 

% 

2012/2013 

% 

SALARIES & WAGES 

R 43, 197,002.00 

34% 

R 45,356,852.00 

32% 

R 47,624,694.00 

32% 

EMPLOYEE RELATED 

SOCIAL CONTRIBUTION 

R 10,149,259.00 

7.9% 

R 10,656,722.00 


R 11,189,558.00 

7.4% 

REMUNERATION OF 

COUNCILLORS 

R 3,679,353.00 

2.9% 

R 3,863,321.00 


R 4,056,487.00 

3% 

WORKING CAPITAL: BAD 
DEBTS 

R 2,167,382.00 

3% 

R 5,412,500.00 


R 7,1 93,476.00 


REPAIRS AND 

MAINTENANCE 

R 5,564,355.00 


R 5,842,573.00 


R 6,134,701.00 

4% 

BULK PURCHASES 

R 20,503,260.00 


R 21,528,424.00 

15% 

R 22,604,846.00 

15% 

GENERAL EXPENSES 

R 24,706,789.00 

19% 

R 25,942,128.00 

18.5% 

R 27,239,235.00 

18% 

OTHER EXPENSES 

R 18,559,125.00 

14% 

R 21,319,260.00 

15% 

R 24,451,458.00 

16% 

TOTAL EXPENSES 

R 128,493,525.00 

100% 

R 139,922,051.00 

100% 

R 150,794,455.00 

100% 
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TOTAL INCOME 

R 128,493,525.00 

100% 

R 139,922,051.00 

100% 

R 150,794,455.00 

100% 

DEFICIT / (SURPLUS) 

R 0.00 


R 0.00 





The salaries have been calculated based on the 8.48% and placing employees on wage curve as 
agreed upon by the South African Local Government Bargaining Council (SALGBC) and organized 
labour. 

The tariffs approved with effect from 01 st July 2010 are as follows: 


Tariffs 

Increase by % 

Electricity 

24% 

Assessment rates 

12 % 

Refuse 

12 % 

Sewerage 

12 % 

Water 

12 % 

Sundry 

12 % 


NB: It must be noted that the tariffs are vat exclusive 

The average tariff increase is 17,4% 

The approved Capital Budget for the 2009/2010 as follows: 


SOURCE OF FUNDING 

COST 2011 

COST 2012 

COST 2013 

Municipal Infrastructure Grant 

R 10,918,000.00 

R 13,131,000.00 

R 15,966,000.00 

Nkangala District Municipality 

R 21,000,000.00 

R 0.00 

R 0.00 

Social Partner - NBC EXXARO) 

R 3,700,000.00 

R 0.00 

R 0.00 

Social Partner -(Nkomati Mine) 

R 4,500,000.00 

R 0.00 

R 0.00 

Internal Funding 

R 2,830,260.00 

R 2,971,773.00 

R 3,120,812.00 

TOTAL 

R 42,948,260.00 

R 16,102,773.00 

R 19,086,812.00 
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The capital budget of R 42,948,260.00 be approved only in respect of projects for which funding 
have been secured. 

REPORTING 

• The detailed salaries remuneration packages of political office bearers, Councilors and 
Section 57 employees is available and will be packaged together with all required 
documents to the National Treasury. 

• The Municipal Manager will submit draft SDBIP’s for the 2010/2011 financial year to 
the Executive Mayor within 14 days after the approval of the annual budget and a copy 
thereof will be submitted to National Treasury. 

• The Executive Mayor approves the SDBIP’s within 28 days after the approval of the 
annual budget. Performance Agreements to be prepared and signed. 

• The Executive Mayor ensures that the submitted performance agreements complies with 
the MFMA to ensure sound financial management, and that the agreements are linked to 
the operational plans and SDBIP’s, and concluded in accordance with section 57(2) of the 
Municipal Systems Act, as amended. 

• The Municipal Manager be requested to submit monthly budget statements and SDBIP 
reports to the Executive Mayor within 10 working days after the end of each month as 
stipulated in the new Municipal Budget Regulation and Reporting. 

• The Executive Mayor be requested to submit quarterly reports to Council within one 
month after the quarter end. 
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• The Municipal Manager will submit the approved budget with all budget tables, A1 to 
A10 and supporting tables SA1 to SA37 to National and Provincial Treasuries before 
30 th June 2010. 

The State President of South Africa, Mr. Jacob Zuma laid down a clear line of march for going 
forward, in his inaugural speech when he said: 

We are now called upon to implement our Manifesto. The dreams and hopes of all 
the people of our country must be fulfilled. There is no place for complacency, no 
place for cynicism, no place for excuses. Everything we do must contribute in a 
direct and meaningful way to the improvemen t of the lives of our people. 

In Ben Okri’s words, 

because we will not silence our dreams, because we choose life and we will not die, 
we stand ready to face our awkward and deepest truths. 

Proverbs 29: 4 and 12-14 says: 

4. An honest ruler makes the nation strong; a ruler who takes bribes will bring it to ruin. 

12-14. A ruler who listens to lies will have corrupt officials. The poor and all who abuse 
them must each depend on God for light. Kings who are fair to the poor will rule forever. 

Amongst the councilors we have the long serving councilor in our council. He has been with 
the Council since its inception. We would like to thank you for spending all your years in 
serving the community of Emakhazeni, both black and white. Your love for the community has 
made you to hold very strategic positions in the School Governing Body of the ELSEN School 
in Belfast. You have passionately advised some of us on how to handle difficult situations 
within the municipality. When you heard that there are people who want to attack the 
municipality you always intervened. The illness has not been able to distract you from doing 
your duties. We are very grateful to have you in our Council, Oom Lood Meyer. [Standing 
ovation] . 
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I would like to thank the Accounting Officer for his leadership in administration and his 
visionary guidance to Council. All the managers directly and indirectly accountable to the 
Municipal Manager for their tireless work in ensuring that we do not drown. I also thank all 
the departments, the political leaders that is, Councilors, heading various portfolio’s for you 
diligence in dealing with the needs of our communities. Special thanks to all the church 
leaders for urging their congregations to pray for the leadership of our municipality. Let me 
also thank all the community members for supporting the municipality through the payment 
of services, special thanks to the political party that leads our municipality for their support 
during trying times. 

KUMNYAMA KUBOMVU SIYANQOBA 
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14/03/2010 


DRAFT BUDGET: MEDIUM TERM REVENUE AND 
EXPENDITURE FRAMEWORK FOR 2010/11, 2011/12 & 
2012/2013 FINANCIAL YEARS 

REPORT OF THE ACTING CHIEF FINANCIAL OFFICER 
PURPOSE 

To submit to Council the draft Budget Medium Term Revenue and 
Expenditure Framework (MTREF) 2010/11, 2011/12 & 2012/2013 
for consideration and approval. 

BACKGROUND 

Section 16 of the Municipal Finance Management Act (MFMA) 
requires that the municipality must for each financial year approve 
an annual budget before the start of the financial year. 

The format and contents of the budget are prescribed by sections 
16 to 27 of the MFMA as well the new budget and reporting 
regulation issued by National Treasury. 


The MFMA refers to funding of expenditure and states: 

1. An annual budget may only be funded from: 

- realistically anticipated revenues to be collected 

- cash-backed accumulated funds from previous years' 
surpluses not committed for other purposes; and 

- Borrowed funds; but only for the capital budget referred 
to in section 17(2). 

2. Revenue projections in the budget must be realistic, taking into 
account: 

- projected revenue for the current year based on 
collection levels to date; and 

- Actual revenue collected in previous financial years." 

Circular 51 issued by National Treasury provide further guidance for 
the preparation of 2010/2011 MTREF. The following principle 
matters have been adopted by Emakhazeni Local Municipality with 
the preparation of this budget. 
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In his 2010 State of the Nation Address, the President signaled 
that government intends to: 

Deliver more and better services in a caring and efficient 
manner; 

Hold political office bearers and public servants accountable; 
Shift resources to new priorities; 

Move from debate to effective implementation and decisive 
action; and 

Work in partnership with communities, labour and business 
to achieve our shared objectives. 

The challenge for each municipality is to do more within its 
existing resource envelope. 

These challenges have been taken up into the compilation of the 
budget. 

Other principle matters. 

The following principle matters have also been taken in to 
consideration with the compilation of this budget 

Over the next few years, government must deliver more services - 
and deliver them more efficiently - within a tight resource 
envelope. Achieving this objective requires a new way of working. 
The budget has been reprioritized so that money is moved from 
low-priority programmes to high-priority programmes. 

A performance culture where people are held accountable for their 
actions, accompanied by clear, measurable outcomes related to key 
development priorities. 

Headline inflation forecasts. 


The Municipality took the following inflation forecasts into 
consideration when preparing our budgets for 2010/11 and MTREF. 


Fiscal year 

2008/09 

2009/10 

2010/11 

2011/12 

2012/13 

Actual Estimate 

Forecast 

Headline CPI 

Inflation 

9.9 % 

6.7 % 

5.7 % 

6.2 % 

5.9 % 


Source: Budget Review 2010 
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Matters relating to SALGA 

However, we are also taking into account the wage agreement 
SALGA concluded with municipal workers unions on 31 July 2009, 
comprising of a 10.5 per cent increase from 01 July 2009 and a 2.5 
per cent non-pensionable allowance, which is pensionable from July 
2010 . 


Revising rates, tariffs and other charges. 

We have revised our rates to the following extent 


Tariffs 

Increase by % 

Electricity 

24 % 

Assessment rates 

12 % 

Refuse 

12 % 

Sewerage 

12 % 

Water 

12 % 

Sundry 

12 % 


We took the following into consideration: 

We took into account the labour (i.e. the wage agreements 
with unions) and other input costs of services provided by 
the municipality or entity, 

the need to ensure financial sustainability, 
local economic conditions and the affordability of services, 
Taking into consideration the municipality's indigent policy. 
We also considered relevant policy developments in the 
different sectors. 

In considering changes in property rates, municipalities we 
took cognizance of local economic conditions such as the 
down turn in the property market, trends in household 
incomes and unemployment. Excessive increases in property 
rates and other tariffs are likely to be counterproductive, 
resulting in higher levels of non-payment and increased 
bad debts. 

We intend to keep increases in rates, tariffs and other 
charges as low as practically possible. It is however not 
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possible to limit our increases to 6 % as indicated by 
National Treasury. 



However when reviewing the above graph of the historical 
inflation rate we are taking in a more negative approach in 
terms of the future CPIX which to our opinion will not be less 
than 12 % averaged for the 15 months up to June 2011. 

Emakhazeni Local Municipality attempts to adopt water 
tariffs that are cost- reflective 

The national Budget Review 2009 noted that: 

Over the long term environmental considerations will affect 
the sustainability of growth. Government will promote 
efficient use of energy and water resources by producers 
and households, alongside measures to mitigate the effects 
of climate change. Prices that reflect economic cost and 
well-structured environmental taxes should provide 
incentives for efficiency improvements and new investment. 
South Africa faces similar challenges with regard to water 
supply as demand growth outstrips supply. Better 
maintenance of infrastructure, new dam construction and 
cost-reflective tariffs will ensure that the supply challenges 
are managed in future. 

We are thus going to review the level and structure of their 
water tariffs carefully, with a view to ensuring: 

Water tariffs are fully cost-reflective - including the cost of 
maintenance and renewal of purification plants and water 
networks, and the cost of new infrastructure; 

Water tariffs are structured to protect basic levels of service; 
and 

Water tariffs are designed to encourage efficient and 
sustainable consumption (e.g. through increasing block 
tariffs). 
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If our municipality's water tariffs are not fully cost reflective, 
we will develop a pricing strategy to phase-in the necessary 
tariff increases in a manner that spreads the impact on 
consumers over a period of time. However, we aim to have 
appropriately structured, cost-reflective water tariffs in place 
by 2014. 

Principle matters on expenditure that was addressed by 
this budget. 

Given the constraints on the revenue side, need to make 
need to make some very tough decisions on the expenditure 
side this year. Priorities were given to: 

Ensuring that drinking water meets the required quality 
standards at all times; 

Protecting the poor from the worst impacts of the economic 
downturn; 

Supporting meaningful local economic development (LED) 
initiatives that foster micro and small business opportunities 
and job creation; 

Securing the health of their asset base (especially the 
municipality's revenue generating assets) by increasing 
spending on repairs and maintenance; and 
Expediting spending on capital projects that are funded by 
conditional grants. 


Principle matters in respect of the treatment of revenue 
foregone. 

The following principles have been used: 

While not entirely definitive, as each category should be assessed 
on a case-by case basis, it is suggested that municipalities apply 
the 'generally available to all' rule to determine whether an item 
is revenue foregone or expenditure (most often 'grant' 
expenditure). For example, if a rate rebate is available to all 
ratepayers of a particular category; e.g. residential land use, 
then the rebate should be treated as 'revenue foregone'. The 
broadly applied rebate is considered an adjustment to the tariff. 
However, if a rate rebate is provided to a particular ratepayer for 
charitable purposes this should be treated as expenditure and 
should be shown as a grant. Such a rebate to specific indigent 
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households is an efficient way of collecting the property rates and 
then making an equivalent donation. 

Principle matters in respect of GRAP compliance. 

We take into consideration that we are required now to budget to 
matters relating to GRAP compliance. 

We are still in the initial processes as far as the conversion is 
concerned, and cannot give an accurate indication of what the 
material effect will be on our operational income and 
expenditure. These matters will be dealt with in the adjustment 
budget during January 2011 and in particular in respect of the 
following: 

Income Statement items relating to Budget: 

Pre-paid electricity: Not quantified yet 

Traffic Fines: Not quantified yet 

Depreciation: Not quantified yet 

Redemption: No longer on the income statement, now 

only on Balance Sheet 

Income votes (example MIG income): Conditional, therefore 
will only recognize income once expenditure incurred - no 
quantification 


Balance Sheet items relating to Budget: 

Assets: Not quantified yet 

Accumulated depreciation: Not quantified yet 

Redemption: Directly played of against outstanding loan 

amount 

Suspense votes (eg. MIG): Conditional, therefore an 
deferred income vote will be created and will only be 
transferred to Income Statement once expenditure is 
incurred - no quantification. 
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SUMMARY OF PROPOSED CAPITAL BUDGE 


SOURCE OF FUNDING 

COST 2011 

COST 2012 

COST 2013 

Municipal Infrastructure Grant 

R 10,918,000.00 

R 13,131,000.00 

R 15,966,000.00 

Nkangala District Municipality 

R 21,000,000.00 

R 0.00 

R 0.00 

Social Partner - NBC EXXARO) 

R 3,700,000.00 

R 0.00 

R 0.00 

Social Partner -(Nkomati Mine) 

R 4,500,000.00 

R 0.00 

R 0.00 

Internal Funding 

R 2,830,260.00 

R 2,971,773.00 

R 3,120,812.00 

TOTAL 

R 42,948,260.00 

R 16,102,773.00 

R 19,086,812.00 


Summary of the proposed draft 2010/2011 Budget 


Description 

Audited Financial 

Statements 

2008/2009 

Original Budget 

2009/2010 

Adjustment 

Budget 

2009/2010 

Draft Budget 
2010/2011 

% Incr 

PROPERTY RATES 

9,261,991.32 

18,559,206.00 

13,774,424.37 

15,427,355.00 

12.00 

SERVICE GHARGES 

32,515,466.97 

43,451,927.00 

46,767,770.74 

55,709,545.00 

19.12 

RENT OF 

FACILITIES AND 
EQUIPMENT 

577,773.88 

571,811.00 

557,436.00 

597,312.00 

7.15 

INTREST EARNED 

EXTERNAL 

INVESTMENT 

196,052.18 

180,200.00 

180,200.00 

191,372.00 

6.20 

FINES 

214,091.24 

552,200.00 

336,500.00 

551,680.00 

63.95 

LICENCE AND 

PERMITS 

293,903.65 

289,971.00 

253,646.00 

195,980.00 

-22.73 

INCOME FOR 

AGENCY SERVICES 

445,297.80 

1,071,800.00 

463,610.00 

1,254,500.00 

170.59 

GRANTS AND 

SUBSIDIES 

OPERATING 

22,093,101.47 

34,250,004.00 

39,941,082.80 

41,010,722.00 

3.67 

OTHER REVENUE 

10,455,715.11 

13,328,809.00 

13,094,696.99 

20,095,108.00 

53.46 

TOTAL OPERATING 

REVENUE GENERA 

TED 

76,053,393.62 

112,255,928.00 

115,369,366.90 

135,033,573.00 

18.60 

LESS REVENUE 

FOREGONE 

2,654,543.50 

9,864,952.00 

6,158,237.17 

6,540,048.00 

6.20 

TOTAL DIRECT OP 

ERATING REVENUE 

73,398,850.12 

102,390,976.00 

109,211,129.73 

128,493,525.00 

15.01 


EMPLOYEE 






RELATED COSTS 

SALARIES AND 

24,483,198.58 

30,636,624.00 

33,202,928.00 

43,197,002.00 

30 


6 


WAGES 






EMPLOYEE 

RELATED COSTS 

SOCIAL CONTR 

5,145,669.00 

7,013,971.00 

7,498,917.61 

10,149,259.00 

33 

REMUNERATION 

OF COUNCILLORS 

3,087,944.23 

3,219,761.00 

3,219,761.00 

3,679,353.00 

12 

BAD DEBTS 

0.00 

2,992,618.00 

2,992,618.00 

2,167,328.00 

-37 

REPAIR AND 

MAINTENANCE 

ASSETS 

2,325,715.03 

4,148,360.00 

4,319,585.00 

5,564,355.00 

24 

INTEREST 

EXPENSE 

EXTERNAL 

BORROWINGS 

1,248,580.87 

1,231,524.00 

1,231,524.00 

521,178.00 

-57.68 

BULK PURCHASES 

12,667,179.86 

14,434,888.00 

16,534,888.00 

20,503,261.00 

24.00 

CONTRACTED 

SERVICES 

4,506,760.94 

5,088,552.00 

5,279,906.00 

5,336,947.00 

1.08 

GRANTS AND 

SUBSIDIES 

2,818,293.31 

11,611,000.00 

12,837,000.00 

12,668,000.00 

-1.61 

GENERAL 

EXPENSES OTHER 

18,996,252.23 

22,013,678.00 

22,094,002.12 

24,706,789.00 

12 

TOTAL OPERATING 

EXPENDITURE 

75,279,594.05 

102,390,976.00 

109,211,129.73 

128,493,525.00 

15.01 

OPERATING 

SURPLUS/(DEFICIT 

) 

-1,880,743.93 

0.00 

0.00 

0.00 



The individual funding according to Groups of the various 
departments are the following: 


EXECUTIVE AND COUNCIL 

26,757226.00 

FINANCE AND ADMIN 

-13,016,065.00 

PLANNING AND DEVELOPMENT 

-9,371,232.00 

HEALTH 

-1,612,939.00 

COMMUNITY AND SOCIAL SERVICES 

-5,806,793.00 

PUBLIC SAFETY 

-2,066,439.00 

SPORT AND RECREATION 

-4,056,685.00 

WASTE MANAGEMENT 

-3,676,961.00 

WASTE WATER MANAGEMENT 

1,243,791.00 

ROAD TRANSPORT 

-1,722,389.00 

WATER 

4,526,203.00 
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ELECTRICITY 


11,528,8855.00 


OTHER 

-659,103.00 

Nett inflow / outflow 

NIL 


This clearly indicates the income departments such as electricity 
and water versus non income generating departments such as 
community and social services. 


ISSUES RAISED FROM BUDGET PUBLIC PARTICIPATION MEETINGS 

SIYA THUTHUKA 


WARD 2 

The community accepted a tariff increase of 12% and also 24%, but further 
requested the municipality to find other ways of subsidizing the poor households 


Ward 1 


The community accepted a tariff increase of 12%) and also 24%o, but further 
requested the municipality to find other ways of subsidizing the poor households 

The following matters were raised in relation to the budget: 

- Inaccurate accounts and meter readings. 

- High rate of unemployment and impact it will have on tariff increase of electricity 

- The municipality does not cater for poor household ( who are indigent) 

- The municipality hires vehicles instead of buying them. 

EMAKHAZENI (BELFAST) 

The community accepted a tariff increase of 12%o for services and 24 %o for 
electricity. Furthermore the following budget related issues were raised: 

- The municipality must attend to illegal electricity usage 

- Appointed contractors must add value 

- How does the municipality plan to sell land as it indicates a high increase on the 
budget vote. 

- Emakhazeni Municipality's residential rates are high 
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Public entertainment vote on budget is very high 


EMGWENYA 


The community did not accept a tariff increase of 12% and also 24 % for 
electricity 

- They want to pay services the same as Dullstroom/Sakhelwe. 


DULLSTROOM 

The community accepted a tariff increase of 12% for all other except electricity 
since it is provided by ESKOM 

- It was also proposed that the Municipality billing system be improved to avoid 
poor service delivery 


EMTHONJENI 

The community accepted a tariff increase of 12% for other services and 24% for 
electricity. 

BUDGETINDABA 

Over and above the public participation the Executive Mayor convened a Budget 
Indaba which was held on the 22 May 2010 with all stakeholders where the 
majority accepted the tariff increase. 

SUMMARY 

It can be deduced from all meetings attended that the majority of the 
communities have accepted the proposed tariff increase of 12% on all services 
and 24%o on electricity. 


RECOMMENDATION BY THE ACTING CHIEF FINANCIAL 
OFFICER 

It is recommended that: 


1. The Council considers and approves the Annual Budget 
Medium Term Revenue and Expenditure Framework 
(MTREF) 2010/11, 2011/12 & 2012/2013 presented hereto. 
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1.1 The report of the Manager Financial Services on the Final Budget 
for 2010/2011to 2012/2013 financial years be noted. 

1.2 The Operating Budget for 2010/2011 financial year and the 


indica 

SUMMARY 

tive outer years 

be approved as follows: 

CURRENT 

MTREF 2010/2011 - 2012/2013 

DESCRIPTION 

2009/2010 

2010/2011 

2011/2012 

2012/2013 

INCOME 

R 109,211,130.00 

R 128,493,525.00 

R 139,922,051.00 

R 150,794,455.00 

EXPENDITURE 

R 109,211,130.00 

R 128,493,525.00 

R 139,922,051.00 

R 150,794,455.00 


R 0.00 

R 0.00 

R 0.00 

R 0.00 


1.3 The allocation of budget expenditure be noted as follows: 



MTREF 201 0/201 1 - 201 2/201 3 

DESCRIPTION 

2010/2011 

% 

2011/2012 

% 

2012/2013 

% 

SALARIES & WAGES 

R 43,197,002.00 

34% 

R 45,356,852.00 

32% 

R 47,624,694.00 

32% 

EMPLOYEE RELATED 

SOCIAL CONTRIBUTION 

R 10,149,259.00 

7.9% 

R 10,656,722.00 

7.6% 

R 11,189,558.00 

7.4% 

REMUNERATION OF 

COUNCILLORS 

R 3,679,353.00 

2.9% 

R 3,863,321.00 

3% 

R 4,056,487.00 

3% 

WORKING CAPITAL: BAD 
DEBTS 

R 2,1 67,382.00 

3% 

R 5,412,500.00 

3% 

R 7,193,476.00 

4.8% 

REPAIRS AND 

MAINTENANCE 

R 5,564,355.00 

4% 

R 5,842,573.00 

4% 

R 6,134,701.00 

4% 

BULK PURCHASES 

R 20,503,260.00 

16% 

R 21 ,528,424.00 

15% 

R 22,604,846.00 

15% 

GENERAL EXPENSES 

R 24,706,789.00 

19% 

R 25,942,128.00 

18.5% 

R 27,239,235.00 

18% 

OTHER EXPENSES 

R 18,559,125.00 

14% 

R 21 ,31 9,260.00 

15% 

R 24,451 ,458.00 

16% 

TOTAL EXPENSES 

R 128,493,525.00 

100% 

R 139,922,051.00 

100% 

R 150,794,455.00 

100% 

TOTAL INCOME 

R 128,493,525.00 

100% 

R 139,922,051.00 

100% 

R 150,794,455.00 

100% 

DEFICIT / (SURPLUS) 

R 0.00 


R 0.00 





The salaries have been calculated based on the 8.48% and placing 
employees on wage curve as agreed upon by the South African Local 
Government Bargaining Council (SALGBC) and organized labour with effect from 
01 July 2010. An application for exemption on the payment of backpay be 
submitted as the municipality cannot afford the estimated amount of 
R 3 165 232.00 for backpay. 

1.4 The proposed tariff be approved with effect from 01 st July 2010 as 
follows: 


Tariffs 


Increase by % 


10 














































































Electricity 

24 % 

Assessment rates 

12 % 

Refuse 

12 % 

Sewerage 

12 % 

Water 

12 % 

Sundry 

12 % 


NB: It must be noted that the tariffs are vat exclusive 


1.5 The Capital Budget for the 2009/2010 as attached hereto be 
approved as follows: 


SOURCE OF FUNDING 

COST 2011 

COST 2012 

COST 2013 

Municipal Infrastructure 

Grant 

R 10,918,000.00 

R 13,131,000.00 

R 15,966,000.00 

Nkangala District 

Municipality 

R 21,000,000.00 

R 0.00 

R 0.00 

Social Partner - NBC 

EXXARO) 

R 3,700,000.00 

R 0.00 

R 0.00 

Social Partner -(Nkomati 
Mine) 

R 4,500,000.00 

R 0.00 

R 0.00 

Internal Funding 

R 2,830,260.00 

R 2,971,773.00 

R 3,120,812.00 

TOTAL 

R 42,948,260.00 

R 16,102,773.00 

R 19,086,812.00 


1.6 The proposed capital budget of R 42,948,260.00 be approved only 
in respect of projects for which funding have been secured. 

1.7 The detail salaries remuneration packages of political office 
bearers, Councillors and section 57 employees attached hereto be 
noted. 


li 




















1.8 The Municipal Manager be requested to submit draft SDBIP's for 
the 2010/2011 financial year to the Executive Mayor within 14 days 
after the approval of the annual budget. 

1.9 The Executive Mayor approves the SDBIP's within 28 days after the 
approval of the annual budget. 

1.10 The Executive Mayor ensures that the submitted performance 
agreements complies with the MFMA to ensure sound financial 
management, are linked to the operational plans and SDBIP's and 
conluded in accordance with section 57(2) of the Municipal Systems 
Act, as amended. 

1.11 The Municipal Manager be requested to submit monthy budget 
statements and SDBIP reports to the Executive Mayor within 10 
working days after the end of each month as stipulated in the new 
Municipal Budget Regulation and Reporting. 

1.12 The Executive Mayor be requested to submit quarterly reports to 
Council within one month after the quarter end. 

1.13 The Municipal Manager be requested to submit the approved 
budget with all budget tables, A1 to A10 and supporting tables SA1 
to SA37 to National and Provincial Treasuries before 30 th June 
2010. 
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BUDGET ASSUMPTIONS 


We have revised our rates to the following extent and will consult the increase during our public 
participation process. 


Tariffs 

Increase by % 

Electricity 

24 % 

Assessment rates 

12 % 

Refuse 

12 % 

Sewerage 

12 % 

Water 

12 % 

Sundry 

12 % 


We will also further investigate the following during our public participation process as well as 
per internal research and take the following into consideration: 

• Confirm the labour (i.e. the wage agreements with unions) and other input costs of 
services provided by the municipality or entity, 

• Ensure the need to ensure financial sustainability, 

• Reconsider the local economic conditions and the affordability of services, 

• Taking into consideration the municipality's indigent policy. 

• We also considered relevant policy developments in the different sectors. 

• In considering changes in property rates, municipalities we took cognizance of local 
economic conditions such as the down turn in the property market, trends in household 
incomes and unemployment. Excessive increases in property rates and other tariffs are 
likely to be counterproductive, resulting in higher levels of non-payment and increased 
bad debts. 

The Municipality took the following inflation forecasts into consideration when preparing our 
budgets for 2010/11 and MTREF. 


Fiscal year 

2008/09 

2009/10 

2010/11 

2011/12 

2012/13 

Actual Estimate Forecast 
Headline CPI Inflation 

9.9 % 

6.7 % 

5.7 % 

6.2 % 

5.9 % 


Source: Budget Review 2010 

• We intend to keep increases in rates, tariffs and other charges as low as practically 
possible. It is however not possible to limit our increases to 6 % as indicated by National 
Treasury as clearly indicated by our tarrif increase mentioned above. 

• The following graph indicates the trend of the cpix since 1982. 






• When reviewing the above graph of the historical inflation rate we are taking in a more 
negative approach in terms of the future CPIX which to our opinion will not be less than 
12 % averaged for the 15 months up to June 2011. 

• This matter is addressed in the Annexure to MFMA Circular No. 51 where it states 

o "This implies that under normal circumstances the municipality's electricity retail 
tariffs should not increase by more than about 22 per cent for 2010/11 
(assuming bulk electricity costs constitute 67 per cent of total input costs, and an 
8 per cent increase for other costs). " 

o From our own findings we can safely determine that the bulk electricity consist of 
a greater percentage than 67 percent. 

o Our pr eliminary bulk purchase reconciliation indicates the fo llowing: 


PERIOD 1 JULY 08 TO DEC 2009 


RAND SALES ANALYSIS 


CONLOG PRE PAID SALES IN RAND 

12,789,744.08 

MUNSOFT DEBTORS SALES IN RAND 

13,580,882.97 

FREE BASIC RAND VALUE ESTIMATE 

3,828,006 

TOTAL SALES IN RAND 

30,198,633.05 

RAND PURCHASES 

24,400,443.16 

NETT PROFIT 

5,798,189.89 


PERIOD 1 JULY 08 TO DEC 2009 


KW SALES ANALYSIS 


CONLOG PRE PAID SALES IN KWH 

19,652,558.90 

MUNSOFT DEBTORS SALES IN KWH 

22,874,263.08 

FREE BASIC KW ESTIMATE 

4,767,594 

TOTAL SALES IN KWH 

47,294,415.98 

KW PURCHASES FROM ESKOM 

69,837,358.67 

RETICULATION LOSSES/internal usaqe 

24,751,473.29 

RAND VALUE 

-7,876,268.55 


• We are generating a profit of R 5,798,189.89 overall on the sales of bulk electricity, but 
this sales are not optimized. 

• We are generating a 24 million kwh reticulation loss or internal usage which is 35.44 % 
of our total purchases. (The rand value equals R 7 million.) 

o This can be attributed to all, a combination or single cause of several matters 
currently under investigation. 

o This matter is a recent discovery and is not yet taken up into the equitable share 
formula for this municipality. 

• It is imperative that we adjust the reticulation loss with a tariff increase as well as taking 
extreme measures to curb unnecessary losses. This matter will be a prime discussion 
during public participation. 





FUNDING THE BUDGET 











Audited Financial 

Audited Financial 

Audited Financial 

Budget 

Adjusted Budget 

Full Year Forecast 

Budget 2010/2011 

Forecast 2011/2012 

Forecast 2012/2013 


Statement 

Staetement 

Statement 

2009/2010 

2009/2010 

2009/2010 





2006/2007 

2007/2008 

2008/2009 







DESCRIPTION 










OPERATING REVENUE 










PROPERTY RATES 

6,515,808.00 

10,272,273.92 

9,261,991.32 

18,559,206.00 

13,774,424.37 

13,774,424.37 

15,427,355.00 

16,198,722.75 

17,008,658.89 

SERVICES CHARGES 

27,156,383.25 

28,321,385.11 

32,515,466.97 

43,451,927.00 

46,767,770.74 

46,767,770.74 

55,709,545.00 

58,495,022.25 

61,419,773.36 

RENT OF FACILITIES AND EQUIPMENT 

442,603.41 

257,088.64 

577,773.88 

571,811.00 

557,436.00 

557,436.00 

597,312.00 

627,177.60 

658,536.48 

INTEREST EARNED OUTSTANDING 
DEBTORS 

50.00 

0.00 

50.45 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

FINES 

349,744.63 

268,059.75 

214,091.24 

552,200.00 

336,500.00 

336,500.00 

551,680.00 

5,790,264.00 

608,227.00 

LICENCE AND PERMITS 

129,276.89 

306,468.41 

293,903.66 

289,971.00 

253,646.00 

253,646.00 

195,980.00 

205,779.00 

216,067.94 

INCOME FOR AGENCY SERVICES 

281,206.79 

351,674.08 

445,297.80 

1,071,800.00 

463,610.00 

463,610.00 

1,254,500.00 

1,317,225.00 

1,383,086.00 

GRANTS AND SUBSIDIES OPERATING 

19,320,839.87 

16,057,459.80 

22,093,101.47 

34,250,004.00 

39,941,126.80 

39,941,126.80 

41,010,722.00 

43,061,258.00 

45,214,321.00 

OTHER 





640,610.80 

640,610.80 




EQUITABLE SHARE 

11,890,300.00 

13,162,500.00 

16,784,300.00 

21,461,000.00 

21,894,800.00 

21,894,800.00 

28,324,000.00 

31,933,000.00 

35,122,000.00 

GRANT: MSIG 

734,000.00 

734,000.00 

735,000.00 

735,000.00 

735,000.00 

735,000.00 

750,000.00 

840,000.00 

800,000.00 

GRANT: FMG 

500,000.00 

1,500,000.00 

1,500,000.00 

1,000,000.00 

1,000,000.00 

1,000,000.00 

1,000,000.00 

1 ,250,000.00 

1,500,000.00 

GRNAT:DME 

3,000,000.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

GRANT:DBSA 

0.00 

0.00 

700,000.00 

400,000.00 

0.00 

0.00 

0.00 

0.00 

0.00 

GRANT AND SUBSIDIES CAPITAL 










GRANT:MIG 

0.00 

0.00 

1,670,000.00 

9,852,000.00 

9,852,000.00 

9,852,000.00 

10,918,000.00 

13,131,000.00 

15,966,000.00 

OTHER REVENUE 

383,932.51 

185,829.92 

236,168.36 

327,157.00 

327,157.00 

327,157.00 

347,441.00 

364,813.05 

383,053.71 

LESS REVENUE FOREGONE 

1,532,785.66 

2,166,187.13 

2,654,543.44 

9,864,952.00 

61,158,237.25 

61,158,237.25 

6,540,048.00 

6,867,050.53 

7,210,403.16 

TOTAL DIRECT OPERATING 
REVENUE 

56,748,300.15 

59,768,000.00 

73,398,849.86 

############ 

109,211,173.80 

109,211,173.80 

128,493,525.00 

134,918,201.43 

141,664,112.52 

TOTAL OPERATING REVENUE 
GENERATED 

56,748,300.15 

59,768,000.00 

73,398,849.86 

############ 

109,211,173.80 

109,211,173.80 

128,493,525.00 

134,918,201.43 

141,664,112.52 




LEGISLATION COMPLIANCE STATUS 

The Municipality operations are governed by an array of different acts. 

The following Acts and prescripts are central in defining municipal boundaries 
and areas of influence: 


♦ Regional Services Council Act, 1985 (Act 109 of 1985) 

♦ Local Government : Municipal Structures Act, Act 117 of 1998 with all its 
amendments to date. 

♦ Local Government : Municipal Systems Act, Act 32 of 2000 with all its 
amendments to date in its entirety together with regulations promulgated 
and applicable to high capacity municipalities. 

♦ Local Government : Municipal Finance Management Act, Act 56 of 2004 in 
its entirety including regulations promulgated. 

♦ Compliance is also given to circulars by National Treasury in line with the 
Municipal Systems Act and the Municipal Finance Management Act 

♦ Local Government : Property Rates Act, Act 6 of 2004 and its promulgated 
regulations 

Thus not only is Emakhazeni Municipality responsive to national government 

legislation, it has to comply with all the local government regulations and acts. 



MP314 Emakhazeni - Supporting Table SA14 Household bills 




2006/7 

2007/8 

2008/9 

Current Year 2009/10 

2010/11 Medium Term Revenue & Expenditure Framework 

Description 












Ref 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year +1 

Budget Year +2 



Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2010/11 

2010/11 

2011/12 

2012/13 

Rand/cent 








% incr. 




Monthly Account for Household - 'Large 1 Household 

1 











Rates and services charges: 












Property rates 


0.01 

0.01 

0.01 

0.01 



- 

0.01 



Electricity: Basic levy 


89.22 

100.25 

113.92 

142.41 



24.0% 

176.59 



Electricity: Consumption 

Water: Basic levy 

Water: Consumption 


37.04 

40.74 

46.34 

51.64 



12.0% 

57.84 



Sanitation 


30.00 

34.40 

38.84 

43.28 



12.0% 

48.47 



Refuse removal 


37.43 

41.73 


47.12 



12.0% 

58.81 



Other 












sub-total 


193.70 

217.13 

199.11 

284.46 

- 

- 

20.1% 

341.72 

- 

- 

VAT on Services 












Total large household bill: 


193.70 

217.13 

199.11 

284.46 

- 

- 

20.1% 

341.72 

- 

- 

% increase/-decrease 



12.1% 

(8.3%) 

42.9% 

(100.0%) 

- 


169,911.7% 

(100.0%) 

- 

Monthly Account for Household - 'Small' Household 

2 











Rates and services charges: 












Property rates 

Electricity: Basic levy 

Electricity: Consumption 


0.01 

0.01 

0.01 

0.01 




0.06 



Water: Basic levy 

Water: Consumption 


15.83 

18.17 

20.57 

22.85 



12.0% 

23.59 



Sanitation 


16.34 

18.72 

21.10 

23.48 



12.0% 

26.29 



Refuse removal 

Other 


26.27 

30.00 

33.73 

37.60 



12.0% 

42.11 



sub-total 


58.45 

66.90 

75.41 

83.94 

- 

- 

9.7% 

92.05 

- 

- 

VAT on Services 












Total small household bill: 


58.45 

66.90 

75.41 

83.94 

- 

- 

9.7% 

92.05 

- 

- 

% increase/-decrease 



14.5% 

12.7% 

11.3% 

(100.0%) 

- 


94,796.9% 

(100.0%) 

- 













Monthly Account for Household - 'Small' Household 

3 











receivinq free basic services 












Rates and services charges: 












Property rates 

Electricity: Basic levy 

Electricity: Consumption 


0.01 

0.01 

0.01 

0.01 




0.06 



Water: Basic levy 

Water: Consumption 


15.83 

18.17 

20.57 

22.85 



12.0% 

23.59 



Sanitation 


16.34 

18.72 

21.10 

23.48 



12.0% 

26.29 



Refuse removal 


26.27 

30.00 

33.73 

37.60 



12.0% 

42.11 



Other 












sub-total 


58.45 

66.90 

75.41 

83.94 

- 

- 

#NAME? 

92.05 

- 

- 

VAT on Services 












Total small household bill: 


58.45 

66.90 

75.41 

83.94 

- 

- 

#NAME? 

92.05 

- 

- 

% increase/-decrease 



14.5% 

12.7% 

11.3% 

(100.0%) 

- 


- 

(100.0%) 

- 


References 

1 Use as basis 1 000m 2 erf, 150m 2 improvements, 1 000 units electricity and 30kl water. 

2 Use as basis 300m 2 erf, 48m 2 improvements, 498 units electricity and 25kl water. 

3 Use as basis 300m 2 erf, 48m 2 improvements, 60kw electricity and 6kl water (TO BE CONFIRMED). 


PROPOSED BUDGET FOR 2010/11 FINANCIAL YEAR 


CAPITAL EXPENDITURE - EXTERNALLY FUNDED 


Source of Financing 

Vote nr 

Projects 

Area 

Cost 2011 

Cost 2012 

Cost 2013 

MIG 


Paving of a road in Emgwenya 

Emgwenya 

1,000,000.00 



MIG 


Paving of a road in Emgwenya 

Emgwenya 

1,000,000.00 



MIG 


Paving of Manzini street 

Belfast 

1,000,000.00 



MIG 


Completion of 160 meter road in Ext.3 Siyathuthuka 

Ext.3 Siyathuthuka 

800,000.00 



MIG 


Rehabilitation of waste dump site in Belfast/Siyathuthuka 

Siyathuthuka 

3,893,670.00 



MIG 


Paving of Sanel road in Dullstroom 

Dullstroom 

1,000,000 



MIG 


Paving of a road in Sakhelwe 

Sakhelwe 

1,000,000.00 



MIG 


PMU 

Emakhazeni 

545,900.00 



MIG 


Installation of a highmask lights 

Emthonjeni 

678,430.00 



MIG 


OTHER 


0.00 

R 13,131,000.00 

R 15,966,000.00 

TOTAL MIG 

R 10,918,000.00 

R 13,131,000.00 

R 15,966,000.00 


2010/2011 NDM COMITTMENTS 


Source of Financing 

Vote nr 

Project 

Ward 

Cost 2011 

Cost 2012 

Cost 2013 

NDM 


Replacement of electricity meters and alignment of mini-subs 


R 2,500,000.00 



NDM 


GRAP 17 / GIS 

6,5,1, 7 

R 2,500,000.00 



NDM 


Upgrading of waste water treatment plant 1 st phase in Dullstroom 

4 

R 5,000,000.00 



NDM 


Upgrading of water treatment plant and rising main 1 st phase in E 

7 

R 3,000,000.00 



NDM 


Installation of VIP toilets 

Rural Areas 

R 2,000,000.00 



NDM 


Installation of boreholes 

Rural Areas 

R 1,000,000.00 



NDM 


Installation of Engineering services at Van Wyk's Vlei ptn 6. 

5 

R 1,000,000.00 



NDM 


Installation of Engineering Services in Sakhelwe 

4 

R 500,000.00 



NDM 


Replacement of T4 in Belfast CBD 

1 

R 1,500,000.00 



NDM 


Installation of boreholes 


R 2,000,000.00 










TOTAL NDM 

R 21,000,000.00 




Source of Financing 

Vote nr 

COMMITMENTS FROM SOCIAL PARTNER (NBC EXXARO) 


Cost 2011 

Cost 2012 

Cost 2013 

NBC EXXARO 


Project Name 

Ward 




NBC EXXARO 


Completion of the Bus Route in Siyathuthuka Ext.3 (160 meters w 

1 

R 1,500,000.00 



NBC EXXARO 


Link road from Spitzkop road to Ext 3 

1 

R 1,500,000.00 



NBC EXXARO 


Fencing of Alfred Mahlangu Park in Siyathuthuka ward 3 

1 

R 700,000.00 



TOTAL FOR EXXARO 

R 3,700,000.00 




Source of Financing 

Vote nr 

COMMITMENTS FROM SOCIAL PARTNER (NKOMATI MINE] 

NKOMATI MINE 


PROJECT NAME 

Ward 

Cost 2011 

Cost 2012 

Cost 2013 

NKOMATI MINE 


Paving of road in Emgwenya 

7 

R 4,500,000.00 



TOTAL FOR NKOMATI R 4,500,000.00 



TOTAL FOR EXTERNAL FUNDING R 40,118,000.00 

R 13,131,000.00 

R 15,966,000.00 


CAPITAL EXPENDITURE - INTERNAL FUNDS 


Source of Financing 

Vote nr 

Projects 

Area 

Cost 2011 

Cost 2012 

Cost 2013 

Internal 

003 NEW 

FENCING OF CEMETERIES 


600,000.00 

630,000.00 

661,500.00 

Internal 

004 305010 

INTERN CAP: FURNITURE & EQUIP 

Library 

15,000.00 

15,750.00 

16,537.00 

Internal 

019 305010 

INTERN CAP: FURNITURE & EQUIP 

Council Chamber 

50,000.00 

R 52,500.00 

R 55,125.00 

Internal 

023 305010 

INTERN CAP: FURNITURE & EQUIP 

Corporate Services 

10,000.00 

10,500.00 

11,025.00 

Internal 

024 305010 

INTERN CAP: FURNITURE & EQUIP 

Municipal Manager 

70,000.00 

73,500.00 

77,175.00 

Internal 

025 305010 

INTERN CAP: FURNITURE & EQUIP 

Financial Services 

100,000.00 

105,000.00 

110,250.00 

Internal 

030 305010 

INTERN CAP: FURNITURE & EQUIP 

Community / Traffic 

20,000.00 

21,000.00 

22,050.00 

Internal 

024 305012 

INTERN CAP: COMPUTER EQUIPMENT 

ELM 

200,000.00 

210,000.00 

220,500.00 

Internal 

025 305012 

INTERN CAP: COMPUTER EQUIPMENT 

Financial Services 

10,000.00 

R 10,500.00 

R 11,025.00 















Internal 

003 305020 

MACHINERY & EQUIPMENT 

Internal 

016 305020 

MACHINERY & EQUIPMENT 

Internal 

035 305020 

INTERN CAP: MACHINERY & EQUIP 

Internal 

040 305020 

MACHINERY & EQUIPMENT 

Internal 

045 305020 

MACHINERY & EQUIPMENT 

Internal 

016 305022 

VEHICLES 

Internal 

026 305022 

VEHICLES 

Internal 

026 305111 

TWO WAY RADIO 

Internal 

007 305010 

OFFICE FURNITURE & EQUIPMENT 

Internal 

006 NEW 

FENCING OF TWO FIRE HOUSES 

Internal 

006 NEW 

FURNISH DULLSTROOM FIRE HOUSE 

Internal 

007 NEW 

UPGRADING OF TOWN HALL 

Internal 

007 NEW 

UPGRADING OF RUGBY FIELD IN EMAKHAZENI 

Internal 

020 NEW 

STREET BINS SPECIAL PROJECT 



Cemetery 

20,000.00 

21,000.00 

22,500.00 


Parks Grounds 

150,000.00 

157,500.00 

165,375.00 


Workshop 

34,660.00 

36,393.00 

38,213.00 


Electricity 

75,260.00 

79,023.00 

82,974.15 


Water 

200,000.00 

210,000.00 

220,500.00 


Parks Grounds 

350,000.00 

R 367,500.00 

R 385,875.00 


Stores 

150,000.00 

R 157,500.00 

R 165,375.00 


ELM 

74,340.00 

78,057.00 

81,959.85 


Community/ Social Development 

11,000.00 

11,550.00 

12,127.50 


Community / Fire 

400,000.00 

R 420,000.00 

R 441,000.00 


Community / Fire 

100,000.00 

R 105,000.00 

R 110,250.00 


Community/ Social Development 

80,000.00 

R 84,000.00 

R 88,200.00 


Community/ Social Development 

70,000.00 

R 73,500.00 

R 77,175.00 


Community/ Social Development 

40,000.00 

R 42,000.00 

R 44,100.00 

TOTAL INTERNAL FUNDING [ 

2,830,260.00 

2,971,773.00 3,120,811.50 


TOTAL 


42,948,260.00 


16,102,773.00 


19,086,811.50 








MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS 


The Municipality shall establish and maintain a provision for bad debts in accordance 
with its rates and tariffs policies, and shall budget appropriately for contributions to 
such provision in each annual and adjustments budget. 


All expenses, including depreciation expenses, shall be cash-funded. The cash 
received in respect of depreciation expenses on fixed assets financed from external 
borrowings shall be transferred to the investments created to redeem such 
borrowings. 

Finance charges payable by the Municipality shall be apportioned between 
departments or votes on the basis of the proportion at the last balance sheet date of 
the carrying value of the fixed assets belonging to such department or vote to the 
aggregate carrying value of all fixed assets in the municipality. 

Depreciation and finance charges together shall not exceed 20 % of the aggregate 
expenses budgeted for in the operating budget component of each annual or 
adjustments budget. 

The allocation of interest earned on the Municipality's investments shall be 
budgeted for in terms of the banking and investment policy. 

The Municipality shall adequately provide in each annual and adjustments budget for 
the maintenance of its fixed assets in accordance with its fixed asset management 
and accounting policy. At least 5% of the operating budget component of each 
annual and adjustments budget shall be set aside for such maintenance. 

The budget for salaries, allowances and salaries-related benefits shall be 
separately prepared, and shall not exceed 35% of the aggregate operating budget 
component of the annual or adjustments budget. For purposes of applying this 
principle, the remuneration of political office bearers and other councillors shall be 
excluded from this limit. However due to wage curve and agreement made by Saiga & 
Labour Forum to increased salaries by 8.4% now we are approximately at 42%. 

In preparing its revenue budget, the municipality shall strive to maintain the 
aggregate revenues from property rates at not less than 25% of the aggregate 
revenues budgeted for. 



EMAKHAZENI LOCAL MUNICIPALITY 

BUDGET 

2010/2011 



BUSINESS TARIFFS 



2009/2010 

R 

2010/2011 

R 


ELECTRICITY 

BASIC CHARGE: 




Single fase : 1 - 60 amp 

per stand / per month 

116.11 

143.98 

Unimproved 

per stand / per month 

108.30 

134.29 

CONSUMPTION: 




0 - 300 kw 


0.732 

0.908 

301 - 600 kw 


0.807 

1.001 

601 - kw 


0.884 

1.096 

BASIC CHARGE: 




Single fase : 61 - 90 amp 

per stand / per month 

245.61 

304.56 

CONSUMPTION: 




0 - 300 kw 


0.732 

0.908 

301 - 600 kw 


0.807 

1.001 

601 - kw 


0.884 

1.096 

BASIC CHARGE: 




Single fase : 91 - 999 amp 

per stand / per month 

245.61 

304.56 

CONSUMPTION: 




0 - 300 kw 


0.732 

0.908 

301 - 600 kw 


0.807 

1.001 

601 - kw 


0.884 

1.096 

BASIC CHARGE: 




3 fase : 1 - 60 amp 

per stand / per month 

442.35 

548.51 

CONSUMPTION: 




0 - 300 kw 


0.732 

0.907 

301 - 600 kw 


0.807 

1.000 

601 - kw 


0.884 

1.096 

BASIC CHARGE: 




3 fase : 61 - 90 amp 

per stand / per month 

712.50 

883.50 

CONSUMPTION: 


- 


0 - 300 kw 


0.732 

0.907 

301 - 600 kw 


0.807 

1.000 

601 - kw 


0.884 

1.096 

KVA METERS 




DEMAND CHARGE: 

per meter / per month 

82.90 

102.79 


Minimum charge 

2,378.18 

2,948.94 

CONSUMPTION: 




0 - 300 kw 


0.328 

0.407 

PREPAID METERS 




BASIC CHARGE: 

None 

- 


CONSUMPTION: 




Single fase 


0.807 

1.000 

Three fase 


0.843 

1.045 

REFUSE REMOVAL 

BASIC CHARGE: 

per drum / per month / 

104.12 

116.61 


twice a week 



SEWERAGE 

BASIC CHARGE: 




Improved 

per toilet / per stand / per month 

50.10 

56.11 

Unimproved 

per stand / per month 

69.37 

77.69 

SEPTIC TANKS 




Basic charge 

per stand / per month 

50.10 

56.11 

Fine : non-connection 

per month 

64.23 

71.94 

Clearing of tank 

per load 

56.22 

62.97 

WATER 

BASIC CHARGE: 




Improved 

per stand / per month 

60.05 

72.06 

Unimproved 

per stand / per month 

69.37 

83.24 

CONSUMPTION: 




0 - 20 kilolitres 


2.340 

2.621 

21 - 30 kilolitres 


3.540 

3.965 

31-40 kilolitres 


4.900 

5.488 

41-50 kilolitres 


5.820 

6.518 

51 - kilolitres 


6.440 

7.213 


EMAKHAZENI MUNICIPALITY 



POLICY & PROCEDURE MANUAL 
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1 


Introduction 


1.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


1.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

1.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emakhazeni Local Municipality. 
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2 


Definitions and abbreviations 


Definitions: 


“billing” refers to the process of charging for services provided by issuing accounts 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Act 

“credit control” refers to where certain basic credit worthiness checks must be completed 
prior to a municipal service being provided and deposits collected 

“debt collection” means the debt recovery process 

“disconnection” means interrupting the supply of water or electricity to a debtor as a 
consequence of ignoring the demand for payment 

“dispute” refers to the instance when a debtor questions the correctness of any account 
rendered by Council to him/her and such debtor lodges an appeal with Council 

“due date” means the final date of payment as shown on the account 

“effective disconnection” means the physical removal of pipes and/or equipment as a 
consequence of unauthorized reconnection of the disconnected service 

“financial year” means the financial year ending 30 June 

“holistic” refers to the combining of all debt in order to establish the total obligation the 
debtor has to Council 

“indigents” are debtors whose households have been evaluated in terms of the Indigent 
Policy and who is registered as being indigent 

“indigent amount” refers to the applicable value of the indigent subsidy as determined by 
the Council from time to time 

“interest on overdue accounts” is based on a full month and part of month shall be 
deemed a full month 

“legal process or procedures and/or legal action” refers to the process and/or action 
described in the Magistrate Courts Act No. 32 of 1944; Supreme Court Act No. 59 of 1959; 
Adjustment of Fines Act No. 101 of 1991 ; Debt Collectors Act No. 1 14 of 1998, Criminal 
Procedures Act No. 51 of 1977; Local Government: Cross-Boundary Municipalities Act No. 
29 of 2000, Local Government: Municipal Structures Amendment Act No. 33 of 2000; 

Local Government: Municipal Systems Act No. 32 of 2000 
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“mayor”, in relation to a municipality with an executive mayor, means the councilor 
elected as the executive mayor of the municipality in terms of section 55 of the Municipal 
Structures Act; or a municipality with an executive committee, means the councilor elected 
as the mayor of the municipality in terms of section 48 of that Act; 

“the municipality” means Emakhazeni Municipality 

“municipal manager” means a person appointed in terms of section 82(1 )(a) or (b) of the 
Municipal Structures Act 

“payment” is any form of redemption towards the balance on an account whether by cash 
cheque or electronic means 

“sundry debt” refers to any debt other than for rates, housing, metered services, 
sewerage and refuse removal 

“supply” means any metered supply of water or electricity 

“tampering means the unauthorized reconnection of a supply that has been disconnected 
for non-payment, the interference with the supply mains or bypassing of the metering 
equipment to obtain an unmetered service 

“total household income or household income” refers to the total formal and informal 
gross income of all people living permanently or temporarily on the property on which the 
account is based 


Abbreviations: 

SARS South African Revenue Services 


3 Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative 
policies and procedures relating to debt management of the Emakhazeni 
Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of debts. 
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4 


Scope of Application 


This Policy applies to all administrations within the defined boundaries of 
Emakhazeni Municipality and all debtors of these administrations, including 
employees and Council members of the Municipality. 


5 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 

♦ Regional Services Council Act, 1985 (Act 109 of 1985) 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


6 Principles 


6.1 Human dignity must be upheld at all times. 

6.2 The policy must be implemented with equity, fairness and consistency. 

6.3 Details related to the debt and the account of the debtor must be correct at all 
times . 

6.4 Debts and arrangements to repay debts must be treated holistically, but different 
repayment periods or methods may be determined for different types of service, 
debtors or arrears within the general rule that the repayment period should be in 
sympathy with the instalments that the debtor can afford. 
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6.5 The implementation of this policy should be based on sound business practices. 
This includes credit worthiness checks when application for services is made, as 
well as debt collection through sanctions of warnings, disconnections, evictions and 
other legal processes. 

6.6 New services will only be provided if a clearance certificate has been issued 
indicating that all amounts due in respect of municipal services, surcharge on fees, 
property rates and other municipal taxes, levies and duties at the customer’s 
previous address have been paid in full. 


6.7 Before any property can be transferred from one owner to another, all arrears are 
payable , where after the Municipality issues a certificate to that effect. No transfer 
can take place without such a certificate. 

6.8 New applications for services will be subject to prescribed credit information and 
outstanding amounts may be transferred to the new account. 

6.9 Council may provide reduced levels of service to manage the debt growth where 
alternatives are available. 

6.1 0 Debtors may be referred to 3 rd party debt collection agencies and may be placed on 
the National Credit Rating list. 

6.11 All recoverable costs incurred by Council relating to the collection process shall be 
recovered from the debtor. 

6.12 Interest charges on overdue accounts will be levied from the due date if not paid by 
the following due date and will be calculated for a full month(s) irrespective of when 
payment is made. 

6.1 3 Full and Final settlement payments 

a) Any part payment of an account in full and final settlement can only be 
tendered to the Accounting Officer. 

b) Should such a payment not be tendered in accordance with paragraph (a) 
above and: 

♦ such payment being cash or postal orders, the payment will be 
returned to the payer; or 

♦ such payment be in the form of a cheque, the cheque will be returned 
to the drawer; or 

♦ such payment be in the form of a cheque, credit card or electronic 
payment and deposited, the amount of such payment will be returned 
to the drawer thereof. 

c) Should such a payment not be tendered in accordance with paragraph (a) 
above, the account will be adjusted accordingly and debt management 
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actions in terms of this policy will commence or continue as if no payment 
had been tendered. 


6.14 Employer deductions 

a) The Council may enter in to an agreement with employers whose employees 
are in arrears with their municipal accounts to deduct an agreed amount from 
their employees’ weekly or monthly wages or salary to pay towards the 
arrears. 

b) The relevant employees must consent to the deduction in writing and that 
there is no existing legislation precluding same. 


7 Credit Control 


7.1 All new applications to provide a service must be subject to the payment of a 
deposit based on the applicant’s municipal payment history with a minimum deposit 
as per the tariff. 

7.2 The applicant shall be interviewed by an official who must carry out a full credit 
check and all municipal debt owed by the applicant should be determined. This will 
require the provision of an Identify Document, binding lease agreement, title deed 
and other supporting document as required by Council from time to time. 

7.3 Applicants should give consent to being subjected to credit vetting and/or credit 
bureau listing. 

7.4 Application for services for businesses should be approved subject to the provisions 
of paragraph (a) above. The application must include the submission of a resolution 
delegating authority to the applicant and furnishing the business entity's registration 
number or IT number. The names, addresses and all relevant contact particulars of 
all the entity’s directors or members or trustees or proprietors or partners must be 
submitted with the resolution. 


8 Debt Management 


9 | Pag e 





8.1 


Discretion: Negotiable amounts 


a) Discretion in terms of negotiable amounts as per this policy is delegated to 
the Accounting Officer. 

b) Discretion will only be used so as to apply the principles embodied within this 
policy and to ensure that some form of payment acceptable to Council is 
forthcoming from negotiations with the debtor. 


8.2 Rates 


8.2.1 Annual rates 

a) Interest will be charged on all overdue accounts at 1% above the prime 
overdraft rate of the Municipality’s bankers. 

b) If the account is not paid by the due date as displayed on the account, a 
Notice shall be issued showing the total amount owed to Council. 

c) If the account is not settled or there is no response from the debtor to make 
acceptable arrangements to repay the debt, summons shall be issued and 
the legal process followed. 


8.2.2 Monthly Rates 

a) Interest will be charged on all overdue accounts at 1% above the prime 
overdraft rate of the Municipality’s bankers. 

b) Debtors can make application to the Council to pay current and future rates 
monthly, the approval of which is at the sole discretion of the Accounting 
Officer. 

c) The monthly amount payable for current annual rates will be calculated to 
allow the total balance of such amount to be paid in equal instalments by the 
end of that financial year. 

d) Should the debtors’ rates arrears equal the amount of any three monthly 
instalments or more, the full balance of the annual rates will become due and 
payable and the account status will be converted from monthly to annual. 


8.3 Services and Electricity 

a) Accounts must be paid by the due date as shown on the account. 

b) Interest will be charged on all overdue accounts at 1% above the prime 
overdraft rate of the Municipality’s bankers. 

c) The debtor must be warned on the monthly account of possible 
disconnection if payment is not received by the due date. 
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d) If payment is not received by the due date, a hand-delivered Notice shall be 
delivered to the physical supply address warning of an impending 
disconnection after 7 days from the date reflected on the Notice. 

e) If payment is not received by the due date as shown on the Notice, the 
supply will be disconnected. 

f) A notice shall be left at the property advising that the supply has been 
disconnected with a warning that all electric points should be considered live 
and that all water outlets should be closed. 

g) The above notice must also advise that the supply will only be reconnected 
after the total balance of the amount specified on the notice, including the 
reconnection fee, has been paid or an arrangement acceptable to Council 
has been made. 

h) The said notices must also warn of the consequences of unauthorised 
reconnection. 

i) Debtors should be required to pay all penalties and arrears in full before the 
supply is restored. 

j) Disconnected services will be restored within a reasonable period of time 
after the debtor produces proof of payment of the required amount. 

k) The onus shall always be on the debtor to request reconnection and to 
provide that the full amount on the disconnection notice was paid or that an 
arrangement was entered into. 


8.4 Right of Access 

a) An authorised representative of, or service provider to Council, must at all 
reasonable hours be given unrestricted access to the debtor’s premises in 
order to read, inspect, install or repair any meter, service or service 
connection for reticulation, or to disconnect, reconnect, stop or restrict the 
provision of any service. 

b) Any person who contravenes paragraph (a) above will be deemed to have 
contravened the provisions of Section 101 of the Municipal Systems Act, No. 
32 of 2000, as amended, and will be charged with an offence and attract the 
penalties referred to in Section 1 19 of the said Act. 


8.5 Other debt 

8.5.1 Dishonoured payments 

a) Rates and general services 
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If the drawer of the cheque, or the customer who received value from the 
depositing of the cheque, is an existing debtor of Council, the reversal and 
penalty fee may be debited to an account of the drawer or beneficiary and a 
letter of notification must be sent to the debtor. Such fee shall be deemed to 
be a tariff charge and shall be recovered from the debtor. 

Council reserves the right to refuse to accept further cheques from the 
drawer or beneficiary, to place the matter on the National Adverse credit 
listing and also institute legal action which may include criminal charges 
against the offender. 

b) Miscellaneous services 

♦ If the drawer of the cheque is not an existing debtor of Council, then a 
sundry debtor account is created and the debit and penalty is raised. 
Once the account is submitted and the debtor fails to honour the 
cheque and pay the penalty within 14 days of receipt, a final demand 
is submitted. If there is still no response, the matter shall be handed 
over for placement on the National Adverse credit listing and/or 
institute legal action that may include criminal charges against the 
offender. 

♦ If the drawer of the cheque, or the customer who received value from 
the depositing of the cheque, is an existing debtor of Council, the 
reversal and penalty fee may be debited to an account of the drawer 
or beneficiary and a letter of notification must be sent to the debtor. 
Such fee shall be deemed to be a tariff charge and shall be recovered 
from the debtor. 

c) Motor Vehicle Licensing and payment of fines 

Unpaid cheques shall be forwarded to the Community Service Department 
for further action. 

d) Property management leases 

The responsible person at the Technical Service Department would pursue 
the debit in accordance with the terms of the specific lease contract, until all 
avenues are exhausted. 


8.5.2 Employee debt 


a) Definition 
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Employee debts include any debt owed to the Municipality by an official or 
former official which originated while the debtor was/is in the employ of the 
Municipality, and any other debt classified as such by the Chief Financial 
Officer. 

b) Service charges 

A staff member of a municipality may not be in arrears to the municipality for 
rates and service charges for a period longer than 3 months, and a 
municipality may deduct any outstanding amounts from a staff member’s 
salary after this period. 

c) Management of employee debt 

♦ A debt account must be opened on the approved financial system 
when a debt has not been settled within 30 days of notification of such 
debt to the debtor. 

♦ It is the responsibility of officials entrusted with the collection of debt to 
take all possible steps to recover the debt by: 

i) Notifying the debtor of the amount payable; 

ii) Sending of monthly statements; and 

iii) Sending of reminders for payments outstanding/overdue. 

♦ If no response is received the following steps must be taken: 

i) A reminder must be sent per registered mail and the registered 
mail number must be noted on the file copy of the letter; 

ii) if no response is received on the reminder sent by registered 

mail legal steps must be taken to recover the debt; and 

♦ Should registered mail be returned undelivered the institutions 
referred to in paragraph (d) must be approached to obtain the debtor’s 
current address. 

d) Tracing of employee debtors 

♦ The following institutions/persons, although not the only, can be 
approached in an endeavour to obtain a debtor’s current address. 

i) Other Municipalities 

ii) Post Offices 

iii) The Department of Home Affairs 

iv) Relatives 
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♦ If enquiries to at least 2 or more of the above-mentioned institutions 
are unsuccessful such debt may be referred to 3 rd party debt 
collectors for recovery. 


8.6 Arrangements 


8.6.1 Principles for Residential Debtors 

a) Certain categories of debt may be subject to category specific repayment 
parameters. 

b) Current charges must be paid in full and is not negotiable. 

c) The debtor may be required to prove levels of income and must agree to a 
monthly payment towards arrears based on his/her ability to pay or based on 
his/her total liquidity. 

d) All negotiations with the debtor should strive to result in an agreement that is 
sustainable and is most beneficial to Council. 

e) Interest will be charged on all overdue accounts at 1% above the prime 
overdraft rate of the Municipality’s bankers. 

f) Interest on arrears in respect of all services and rates may be frozen whilst 
the debtor adheres to the conditions of the arrangement. 

g) Debtors who default on three occasions in respect of arrangements made will 
be denied the privilege of making further arrangements and the full amount 
becomes payable. All services may be disconnected and legal action will be 
taken against such debtors and such debt may be referred to 3 rd party debt 
collectors for recovery. 

8.6.2 Arrangement criteria for Residential Debtors 

a) All debtors who are in arrears and apply to make arrangements to 
reschedule their debt will be subject to the following payment requirements at 
the time of making the arrangement: 

♦ Current account + 

♦ An agreed payment towards arrears 

b) Each following month the debtor will be required to pay: 

♦ Current account + 

♦ An instalment as agreed upon 

c) Should the debtor not honour the above arrangements, payments will be as 
follows: 

♦ First default Current account + the monthly payment as 

determined increased by 50% of that 
payment 
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♦ Second default Current account + double the monthly 

payment as determined 

♦ Third default Current account + full arrears 

Failure to respond to notices will result in normal credit control procedures and/or 
legal processes being followed. 


8.6.3 Principles for Non-residential debtors 

a) Non-residential debtors may make arrangements to liquidate their arrears 
where it would be financially beneficial to the Council for them to do so. 

b) The final decision to make these arrangements will rest with the Accounting 
Officer. 


8.6.4 Arrangement criteria for Non-residential Debtors 

a) If any non-residential debtor wishes to make an arrangement for a period of 
not longer than six months, and will pay the first instalment immediately, 
interest on the arrangement amount may be suspended as long as the terms 
of the arrangement are maintained. 
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8.7 


Dispute 


8.7.1 Procedure to be followed 

The following procedures must be followed in terms of a dispute: 


Debtor 

Council 

1 . The debtor must render the dispute in 
writing to Council. 

2. The dispute must actually be received by 
Council. 

3. No dispute will be registered verbally. 

4. The debtor must furnish his/her full 
personal particulars (including his/her 
account number and direct contact 
details). 

5. The full nature of the dispute must be 
described in the above correspondence. 

6. The onus will be on the debtor to ensure 
that he/she receives a written 
acknowledgement of the dispute. 

On receipt of the dispute, the following action 
are to be taken: 

1 . All Administrations must keep a register 
in which all disputes received are to be 
entered. 

2. The following information should be 
reflected in the register: 

♦ Debtor’s account number 

♦ Debtor’s name 

♦ Debtor’s address 

♦ Full particulars of the dispute 

♦ Name of the official to whom the 
dispute is given to investigate and 
resolve 

♦ Actions that have/were taken to 
resolve the dispute 

♦ Signature of the controlling official 

3. An authorised controlling official will keep 
custody of the register and conduct a 
weekly check and follow-up on 
unresolved disputes. 

4. A written acknowledgement of receipt of 
the dispute must be provided to the 
debtor. 

5. All appeals regarding disputed amounts 
must be unilaterally concluded by 

Council's authorised officials within 14 
calendar days from receipt thereof. 


a) Council’s authorised official’s decision is final and will result in the immediate 
implementation of any debt collection and credit control measures provided 
for in this policy after the debtor has been notified of the outcome of the 
appeal. 

b) The same dispute will not be considered and will not again be defined as a 
dispute. 

c) If the debtor is not satisfied with the outcome of the appeal, he/she may 
under protect pay the amount in dispute and redress his/her action to a court 
of law. 
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8.8 


Irrecoverable debt 


a) Debt will be regarded as irrecoverable if: 

♦ All reasonable steps have been taken to recover a specific 
outstanding amount; or 

♦ if the amount to be recovered is too small to warrant further 
endeavours to collect it; or 

♦ the cost to recover the debt does not warrant further action; or 

♦ the amount outstanding is the residue after payment of a dividend in 

the rand from an insolvent estate; or 

♦ a deceased estate has no liquid assets to cover the outstanding 
amount; or 

♦ it has been proven that the debt has prescribed; or 

♦ the debtor is untraceable; or 

♦ the debtor cannot be identified so as to proceed with further action; or 

♦ it is impossible to prove the debt outstanding; or 

♦ the outstanding amount is due to an administrative error by the 
Municipality. 

b) Authorisation 

♦ All requests to write-off debt in respect of rates must be presented as 
individual items to the authorising entity. 

♦ Schedules indicating the following must be compiled: 

i) Debtor account number 

ii) Debtor’s name 

iii) Physical address in respect of which the debt was raised 

iv) Address erven number 

v) Amount per account category 

vi) Reason to write off the amount 

♦ The above schedules with an item requesting authorisation to write off 
the indicated debt must be submitted to: 


Responsibility 

Amount 

Chief Financial Officer 

Debt less than R1 000 per debtor 

Accounting Officer 

Debt over R1 000 but less than 

R10 000 per debtor 

Council 

Debt over R10 000 per debtor 


c) Council or its authorised officials will be under no obligation to write off any 
debt and will always have the sole discretion to do so. 
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9 


Unauthorised connection of water/electricity supply 


9.1 Principles 

a) Council is unlawfully and unfairly deprived of its benefits and income due to 
illegal connections by consumers. 

b) The unauthorised reconnection of, or tampering with, a service supply is 
considered a criminal office which may result in legal action being taken. 


9.2 Inspection 

d) Council will from time to time send a team of employees to inspect illegal 
connections. 

e) Council shall issue a notice to the consumer to be available on a day 
specified by Council. 

f) If the consumer fails to adhere, the water/electricity supply will be effectively 
disconnected. 

g) Council shall incur no liability for any loss sustained as a result of these 
processes or termination. 

h) The inspection will and is not limited to or confined to Council trading hours 
or working days. 

i) Council shall have an unlimited right of access to premises in which such 
services are rendered. 


9.3 Fine /penalty 

Council shall within 7 working days of removal or disconnections issue a fine. 

The following punishment will be handed down: 

b) First time illegal connectors: 

Meter will be removed and a fine of R2 205,00 be payable. 

c) Second time illegal connectors: 

Meter will be removed and a fine of R4 410,00 be payable. 

d) Third time illegal connectors: 

Meter will be removed and a fine of R8 400,00 be payable and a criminal 
charge be laid. The full outstanding arrears must be paid before 
reconnection of any service. 


18 | Page 




Roles and Responsibilities 


9.4 Mayor 

A municipality’s mayor must — 

a) oversee and monitor — 

(i) the implementation and enforcement of the municipality’s credit 
control and debt collection policy and any by-laws enacted; and 

(ii) the performance of the Accounting Officer in implementing the policy 
and any by-laws; 

b) when necessary, evaluate or review the policy and any by-laws, or the 
implementation of the policy and any such by-laws, in order to improve 
efficiency of its credit control and debt collection mechanisms, processes and 
procedures; and 

c) at such intervals as may be determined by the council report to a meeting of 
the council, except when the council itself performs the duties mentioned in 
paragraphs (a) and (b). 


9.5 Accounting Officer 

The Accounting Officer must — 

a) implement and enforce the municipality’s credit control and debt collection 
policy and any by-laws enacted; 

b) in accordance with the credit control and debt collection policy and any such 
by-laws, establish effective administrative mechanisms, processes and 
procedures to collect money that is due and payable to the municipality; and 

c) at such intervals as may be determined by the council report the prescribed 
particulars to a meeting of the supervisory authority. 

The accounting officer of a municipality is responsible for the management of the 

revenue of the municipality. 

The accounting officer must take all reasonable steps to ensure- 

a) that the municipality has effective revenue collection systems consistent with 
section 95 of the Municipal Systems Act and the municipality’s credit control 
and debt collection policy; 

b) that revenue due to the municipality is calculated on a monthly basis; 

c) that accounts for municipal tax and charges for municipal services are 
prepared on a monthly basis, or less often as may be prescribed where 
monthly accounts are uneconomical; 

d) that all money received is promptly deposited in accordance with the 
Municipal Finance Management Act into the municipality’s primary and other 
bank accounts; 


19 | P a g e 



e) that the municipality has and maintains a management, accounting and 

information system which- 

(i) recognises revenue when it is earned; 

(ii) accounts for debtors; and 

(iii) accounts for receipts of revenue; 

f) that the municipality has and maintains a system of internal control in respect 
of debtors and revenue, as may be prescribed; 

g) that the municipality charges interest on arrears, except where the council 
has granted exemptions in accordance with its budget-related policies and 
within a prescribed framework: and 

h) that all revenue received by the municipality, including revenue received by 
any collecting agent on its behalf, is reconciled at least on a weekly basis. 

The accounting officer must immediately inform the National Treasury of any 
payments due by an organ of state to the municipality in respect of municipal tax or 
for municipal services, if such payments are regularly in arrears for periods of more 
than 30 days. 


9.6 Senior managers 

Each senior manager of a municipality and each official of a municipality exercising 
financial management responsibilities must take all reasonable steps within their 
respective areas of responsibility to ensure that all revenue due to the municipality 
is collected. 


10 Monitoring, Evaluation and Reporting 


The accounting officer of a municipality must by no later than 10 working days after 
the end of each month submit to the mayor of the municipality and the relevant 
provincial treasury a statement in the prescribed format on the state of the 
municipality's budget reflecting the actual revenue, per revenue source following 
particulars for that month and for the financial year up to the end of that month. 

The accounting officer should furthermore include an explanation of: 

a) any material variances from the municipality’s projected revenue by source, 
and from the municipality's expenditure projections per vote; 

b) any material variances from the service delivery and budget implementation 
plan; and 

c) any remedial or corrective steps taken or to be taken to ensure that projected 
revenue and expenditure remain within the municipality’s approved budget. 

The above statement must include a projection of the relevant municipality’s 
revenue and expenditure for the rest of the financial year. 
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11 Implementation 


The Debt Management and Credit Control Policy will be implemented and adopted after 
approval thereof by the Council. 


21 | P a g e 




EMAKHAZENI MUNICIPALITY 



SUPPLY CHAIN MANAGEMENT POLICY 
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12 Introduction 


12.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


12.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

12.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emakhazeni Local Municipality. 
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13 Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Act 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Municipal Finance Management Act 

“competitive bidding process” means a competitive bidding process referred to in 
paragraph 1 1 .3.2 (a) (iv) of this policy; 

“competitive bid” means a bid in terms of a competitive bidding process; 

“final award”, in relation to bids or quotations submitted for a contract, means the final 
decision on which bid or quote to accept; 

“formal written price quotation” means quotations referred to in paragraph 1 1 .3.2 (a) 

(iii) of this policy; 

“in the service of the state” means to be - 

(a) a member of - 

(i) any municipal council; 

(ii) any provincial legislature; or 

(iii) the National Assembly or the National Council of Provinces; 

(b) a member of the board of directors of any municipal entity; 

(c) an official of any municipality or municipal entity; 

(d) an employee of any national or provincial department, national or provincial public 
entity or constitutional institution within the meaning of the Public Finance 
Management Act, 1 999 (Act No.1 of 1 999); 

(e) a member of the accounting authority of any national or provincial public entity; or 

(f) an employee of Parliament or a provincial legislature; 

“long term contract” means a contract with a duration period exceeding one year; 

“list of accredited prospective providers” means the list of accredited prospective 
providers which a municipality or municipal entity must keep in terms of paragraph 14 of 
this policy; 

“other applicable legislation” means any other legislation applicable to municipal supply 
chain management, including - 

(a) the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000); 

(b) the Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003); 
and 

(c) the Construction Industry Development Board Act, 2000 (Act No.38 of 2000); 
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“Regulation” means the Local Government: Municipal Supply Chain Management 
Regulations; 

“the Act” means the Local Government: Municipal Finance Management Act, 2003 (Act 
No. 56 of 2003); 

“the municipality” means Emakhazeni Municipality 

“Treasury guidelines” means any guidelines on supply chain management issued by the 
Minister in terms of section 168 of the Act; 

“written quotations” means quotations referred to in paragraph 1 1 ,3.2(a)(ii) of this policy. 


14 Purpose of the Guidelines 


The purpose of this manual is to prescribe the policies and procedures relating to 
Supply Chain Management of the Emakhazeni Municipality. This policy is based 
on the Model Supply Chain Management Policy issued by National Treasury. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of receipts. 


1 5 Scope of Application 


Accounting Officer 
Chief Financial Officer 

All heads of departments (Senior Managers and Managers) 
Any other officials designated by the accounting officer 
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16 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 (Act 1 of 1999) 

♦ Municipal Finance Management Act, 2003 (Act 56 of 2003) 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


17 Supply Chain Management Policy 


6.1 The Municipality resolves in terms of section 111 of the Act to have and implement 
a supply chain management policy that - 

(a) gives effect to - 

(i) section 21 7 of the Constitution; and 

(ii) Part 1 of Chapter 1 1 and other applicable provisions of the Act; 

(b) is fair, equitable, transparent, competitive and cost effective; 

(c) complies with - 

(i) the regulatory framework prescribed in Chapter 2 of the Regulations; 
and 

(ii) any minimum norms and standards that may be prescribed in terms of 
section 168 of the Act; 

(d) is consistent with other applicable legislation; 

(e) does not undermine the objective for uniformity in supply chain management 
systems between organs of state in all spheres; and 

(f) is consistent with national economic policy concerning the promotion of 
investments and doing business with the public sector. 

6.2 The municipality may not act otherwise than in accordance with this supply chain 
management policy when - 

(a) procuring goods or services; 

(b) disposing of goods no longer needed; 

(c) selecting contractors to provide assistance in the provision of municipal 
services otherwise than in circumstances where Chapter 8 of the Municipal 
Systems Act applies; or 
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(d) in the case of a municipality, selecting external mechanisms referred to in 
section 80 (1) (b) of the Municipal Systems Act for the provision of municipal 
services in circumstances contemplated in section 83 of that Act. 

6.3 Subparagraphs 6.1 and 6.2 of this policy do not apply in the circumstances 
described in section 110 (2) of the Act except where specifically provided otherwise 
in this policy. 


18 Adoption and amendment of the Policy 


18.1 Review and amendment 

The accounting officer must - 

(a) at least annually review the implementation of this policy; and 

(b) when the accounting officer considers it necessary, submit proposals for the 
amendment of this policy to the council. 

18.2 Model policy issued by National Treasury 

If the accounting officer submits a draft policy to the council that differs from the 
model policy, the accounting officer must ensure that such draft policy complies 
with the Regulations. The accounting officer must report any deviation from the 
model policy to the National Treasury and the relevant provincial treasury. 

18.3 Amendment of policy 

When amending this supply chain management policy the need for uniformity in 
supply chain practices, procedures and forms between organs of state in all 
spheres, particularly to promote accessibility of supply chain management 
systems for small businesses must be taken into account. 

18.4 Implementing the policy 

The accounting officer of a municipality must in terms of section 62(1 )(f)(iv) of the 
Act, take all reasonable steps to ensure that the municipality has and implements 
this supply chain management policy. 
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19 Delegation 


8.1 The council hereby delegates such additional powers and duties to the accounting 
officer so as to enable the accounting officer - 

(a) to discharge the supply chain management responsibilities conferred on 
accounting officers in terms of - 

(i) Chapter 8 or 1 0 of the Act; and 

(ii) the supply chain management policy; 

(b) to maximise administrative and operational efficiency in the implementation 
of the supply chain management policy; 

(c) to enforce reasonable cost-effective measures for the prevention of fraud, 
corruption, favouritism and unfair and irregular practices in the 
implementation of the supply chain management policy; and 

(d) to comply with his or her responsibilities in terms of section 115 and other 
applicable provisions of the Act. 

8.2 Sections 79 and 106 of the Act apply to the subdelegation of powers and duties 
delegated to an accounting officer in terms of subparagraph 8.1 of this policy. 

8.3 The council or accounting officer may not delegate or subdelegate any supply chain 
management powers or duties to a person who is not an official of the municipality 
or to a committee which is not exclusively composed of officials of the municipality. 

8.4 In terms of section 117 of the Act and the Regulations, no councillor of any 
municipality may be a member of a municipal bid committee or any other committee 
evaluating or approving tenders, quotations, contracts or other bids, nor attend any 
such meeting as an observer. 

8.5 This paragraph may not be read as permitting an official to whom the power to 
make final awards has been delegated, to make a final award in a competitive 
bidding process otherwise than through the committee system provided for in 
paragraph 1 1 .3.1 6 of this policy. 


20 Subdelegations 


9.1 The accounting officer may in terms of section 79 or 106 of the Act subdelegate any 
supply chain management powers and duties, including those delegated to the 
accounting officer in terms of this policy, but any such subdelegation must be 
consistent with subparagraph 9.2 and paragraph 8 of this policy. 

9.2 The power to make a final award - 

(a) above R500 000 (VAT included) may not be subdelegated by the accounting 
officer; 
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(b) above R120 000 (VAT included), but not exceeding R500 000 (VAT 
included), may be subdelegated but only to - 

(i) the chief financial officer; 

(ii) a senior manager; or 

(iii) a bid adjudication committee of which the chief financial officer or a 
senior manager is a member; or 

(c) not exceeding R1 20 000 (VAT included) may be subdelegated but only to - 

(i) the chief financial officer; 

(ii) a senior manager; 

(iii) a manager directly accountable to the chief financial officer or a senior 
manager; or 

(iv) a bid adjudication committee. 


9.3 An official or bid adjudication committee to which the power to make final awards 
has been subdelegated in accordance with subparagraph 9.2 of this policy must 
within five days of the end of each month submit to the official referred to in 
subparagraph 9.4 of this policy a written report containing particulars of each final 
award made by such official or committee during that month, including— 

(a) the amount of the award; 

(b) the name of the person to whom the award was made; and 

(c) the reason why the award was made to that person. 

9.4 A written report referred to in subparagraph 9.3 of this policy must be submitted - 

(a) to the accounting officer, in the case of an award by - 

(i) the chief financial officer; 

(ii) a senior manager; or 

(iii) a bid adjudication committee of which the chief financial officer or a 
senior manager is a member; or 

(b) to the chief financial officer or the senior manager responsible for the 
relevant bid, in the case of an award by - 

(i) a manager referred to in subparagraph 9.2 (c)(iii) of this policy; or 

(ii) a bid adjudication committee of which the chief financial officer or a 
senior manager is not a member. 

9.5 Subparagraphs 9.3 and 9.4 of this policy do not apply to procurements out of petty 
cash. 

9.6 This paragraph may not be interpreted as permitting an official to whom the power 
to make final awards has been subdelegated, to make a final award in a competitive 
bidding process otherwise than through the committee system provided for in 
paragraph 1 1 .3.1 6 of this policy. 

9.7 No supply chain management decision-making powers may be delegated to an 
advisor or consultant. 
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21 Supply Chain Management Unit 


21.1 Establishment 

The accounting officer must establish a supply chain management unit to 
implement this supply chain management policy. 

A parent municipality and a municipal entity under its sole or shared control may 
establish a joint supply chain management unit to implement their respective 
supply chain management policies. 

The supply chain management unit must, where possible, operate under the direct 
supervision of the chief financial officer or an official to whom this duty has been 
delegated in terms of section 82 of the Act. 

21.2 Training 

The training of officials involved in implementing the supply chain management 
policy should be in accordance with any Treasury guidelines on supply chain 
management training. 


22 Framework 


22.1 Format of supply chain management 

This supply chain management policy provides systems for - 

(i) demand management; 

(ii) acquisition management; 

(iii) logistics management; 

(iv) disposal management; 

(v) risk management; and 

(vi) performance management. 

22.2 Demand management 

The accounting officer must establish, through operational procedures, an 
effective system of demand management in order to ensure that the resources 
required to support the strategic and operational commitments are delivered at the 
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correct time, at the right price and at the right location, and that the quantity and 
quality satisfy the needs. 

Demand Management Process flowchart in terms of decisions to be made 
by Senior Management of the Municipality: 
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22.3 Acquisition management 


22.3.1 System of acquisition management 

a) The accounting officer must establish, though operational procedures, an 
effective system of acquisition management in order to ensure - 

(i) that goods and services are procured by the municipality or municipal 
entity in accordance with authorised processes only; 

(ii) that expenditure on goods and services is incurred in terms of an 
approved budget in terms of section 15 of the Act; 

(iii) that the threshold values for the different procurement processes are 
complied with; 

(iv) that bid documentation, evaluation and adjudication criteria, and 
general conditions of a contract, are in accordance with any applicable 
legislation; and 

(v) that any Treasury guidelines on acquisition management are properly 
taken into account. 

b) This supply chain management policy, except where provided otherwise in 
the policy, does not apply in respect of the procurement of goods and 
services contemplated in section 1 1 0(2) of the Act, including - 

a. water from the Department of Water Affairs or a public entity, another 
municipality or a municipal entity; and 

b. electricity from Eskom or another public entity, another municipality or 
a municipal entity. 

c) The following information must be made public wherever goods or services 
contemplated in section 110(2) of the Act are procured other than through 
the supply chain management system - 

(i) the kind of goods or services; 

(ii) the reason for non-compliance; and 

(iii) the name of the supplier. 


22.3.2 Range of procurement processes 

a) The procurement of goods and services through this policy is provided by 
way of - 

(i) petty cash purchases, up to a transaction value of R200 (VAT 
included); 

(ii) at least two written quotations for procurements of a transaction value 
over R200 up to R1 500 (VAT included); 
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(iii) at least three written quotations for procurements of a transaction 
value over R1 500 up to R30 000 (VAT included); 

(iv) at least three formal written price quotations for procurements of a 
transaction value over R30 000 up to R120 000 (VAT included); and 

(v) a competitive bidding process for— 

(1) procurements above a transaction value of R120 000 (VAT 
included); and 

(2) the procurement of long term contracts. 

b) The accounting officer may, in writing; - 

(i) lower, but not increase, the different threshold values specified; or 

(ii) direct that - 

(1) formal written price quotations be obtained for any specific 
procurement of a transaction value lower than R30 000; or 

(3) a competitive bidding process be followed for any specific 
procurement of a transaction value lower than R120 000. 

c) Goods or services may not deliberately be split into parts or items of a lesser 
value merely to avoid complying with the requirements of the policy. When 
determining transaction values, a requirement for goods or services 
consisting of different parts or items must as far as possible be treated and 
dealt with as a single transaction. 


22.3.3 General preconditions for consideration of written quotations or bids 

A formal written quotation or bid may not be considered unless the provider who 

submitted the quotation or bid - 

(a) has furnished that provider’s - 

(i) full name; 

(ii) identification number or company or other registration number; 
and 

(iii) tax reference number and VAT registration number, if any; 

(b) has submitted, with the quotation or bid, the original tax clearance from 

the South African Revenue Services that the provider’s tax matters are 

in order; and 

(c) has indicated - 

(i) whether he or she is in the service of the state, or has been in the 
service of the state in the previous twelve months; 

(ii) if the provider is not a natural person, whether any of its 
directors, managers, principal shareholders or stakeholder is in 
the service of the state, or has been in the service of the state in 
the previous twelve months; or 

(iii) whether a spouse, child or parent of the provider or of a director, 
manager, shareholder or stakeholder referred to in subparagraph 
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(ii) is in the service of the state, or has been in the service of the 
state in the previous twelve months. 


22.3.4 Lists of accredited prospective providers 

The accounting officer must - 

(a) keep a list of accredited prospective providers of goods and services that 
must be used for the procurement requirements of the written quotations and 
formal written price quotations; and 

(b) at least once a year through newspapers commonly circulating locally, the 
website and any other appropriate ways, invite prospective providers of 
goods or services to apply for evaluation and listing as accredited 
prospective providers; 

(c) specify the listing criteria for accredited prospective providers; and 

(d) disallow the listing of any prospective provider whose name appears on the 
National Treasury’s database as a person prohibited from doing business 
with the public sector. 

The list must be updated at least quarterly to include any additional prospective 

providers and any new commodities or types of services. 

Prospective providers must be allowed to submit applications for listing at any time. 

The list must be compiled per commodity and per type of service. 


22.3.5 Petty cash purchases 

The accounting officer must establish the conditions for the procurement of goods 
by means of petty cash purchases referred to in paragraph 1 1 .3.2 (a) (i) of this 
policy, which must include conditions - 

(a) determining the terms on which a manager may delegate responsibility for 
petty cash to an official reporting to the manager; 

(b) limiting the number of petty cash purchases or the maximum amounts per 
month for each manager; 

(c) excluding any types of expenditure from petty cash purchases, where this is 
considered necessary; and 

(d) requiring monthly reconciliation reports from each manager to the chief 
financial officer, including - 

(i) the total amount of petty cash purchases for that month; and 

(ii) receipts and appropriate documents for each purchase. 

Purchases must, as far as possible, be consolidated to ensure that the Municipality 
receives a discount from suppliers. 
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22.3.6 Written quotations 


The accounting officer must establish the conditions for the procurement of goods 

or services through written quotations, which must include conditions stating - 

(a) that quotations must be obtained from at least two different providers 
(depending on the applicable amount) preferably from, but not limited to, 
providers whose names appear on the list of accredited prospective 
providers of the municipality or municipal entity, provided that if quotations 
are obtained from providers who are not listed, such providers must meet the 
listing criteria in the supply chain management policy required by 11.3.4 (b) 
and (c) of this policy; 

(b) that if it is not possible to obtain at least two quotations, the reasons must be 
recorded and reported quarterly to the accounting officer or another official 
designated by the accounting officer; 

(c) that the accounting officer must record the names of the potential providers 
requested to provide such quotations with their quoted prices. 


22.3.7 Formal written price quotations 

(1) The accounting officer must establish the conditions for the procurement of 
goods or services through formal written price quotations, which must include 
conditions stating - 

(a) that quotations must be obtained in writing from at least three different 
providers whose names appear on the list of accredited prospective 
providers of the municipality or municipal entity; 

(b) that quotations may be obtained from providers who are not listed, 
provided that such providers meet the listing criteria in the supply 
chain management policy required by paragraph 1 1 .3.4 (b) and (c); 

(c) that if it is not possible to obtain at least three quotations, the reasons 
must be recorded and approved by the chief financial officer or an 
official designated by the chief financial officer, and 

(d) that the accounting officer must record the names of the potential 
providers and their written quotations. 

(2) A designated official referred to in subparagraph (1)(c) must within three 
days of the end of each month report to the chief financial officer on any 
approvals given during that month by that official in terms of that 
subparagraph. 
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22.3.8 Procedures for procuring goods or services through written quotations and formal 
written price quotations 

The accounting officer must determine the operational procedure for the 

procurement of goods or services through written quotations or formal written price 

quotations, which must stipulate - 

(a) that all requirements in excess of R30 000 (VAT included) that are to be 
procured by means of formal written price quotations must, in addition to the 
requirements of paragraph 11.3.7, be advertised for at least seven days on 
the website and an official notice board of the municipality or municipal entity; 

(b) that when using the list of accredited prospective providers the accounting 
officer must promote ongoing competition amongst providers, including by 
inviting providers to submit quotations on a rotation basis; 

(c) that the accounting officer must take all reasonable steps to ensure that the 
procurement of goods and services through written quotations or formal 
written price quotations is not abused; 

(d) that the accounting officer or chief financial officer must on a monthly basis 
be notified in writing of all written quotations and formal written price 
quotations accepted by an official acting in terms of a subdelegation, and; 

(e) requirements for proper record keeping. 


22.3.9 Competitive bidding process 

(a) Goods or services above a transaction value of R120 000 (VAT included) 
and long term contracts may only be procured through a competitive bidding 
process, subject to paragraph 1 1 .3.1 (b) of this policy; and 

(b) No requirement for goods or services above an estimated transaction 
value of R120 000 (VAT included), may deliberately be split into parts or 
items of lesser value merely for the sake of procuring the goods or 
services otherwise than through a competitive bidding process. 


22.3.10 Process for competitive bidding 

The accounting officer must establish procedures for a competitive bidding process 
for each of the following stages: 

(a) the compilation of bidding documentation; 

(b) the public invitation of bids; 

(c) site meetings or briefing sessions, if applicable; 

(d) the handling of bids submitted in response to public invitation; 

(e) the evaluation of bids; 

(f) the award of contracts; 

(g) the administration of contracts; and 

(h) proper record keeping. 
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22.3.11 Bid documentation for competitive bids 


The accounting officer must establish the criteria to which bid documentation for a 

competitive bidding process must comply, which in addition to paragraph 11.3.3 of 

this policy, the bid documentation must - 

(a) take into account - 

(i) the general conditions of contract; 

(ii) any Treasury guidelines on bid documentation; and 

(iii) the requirements of the Construction Industry Development Board, in 
the case of a bid relating to construction, upgrading or refurbishment 
of buildings or infrastructure; 

(b) include evaluation and adjudication criteria, including any criteria required by 
other applicable legislation; 

(c) compel bidders to declare any conflict of interest they may have in the 
transaction for which the bid is submitted; 

(d) if the value of the transaction is expected to exceed R2 million (VAT 
included), require bidders to furnish— 

(i) if the bidder is required by law to prepare annual financial statements 
for auditing, their audited annual financial statements - 

(aa) for the past three years; or 

(bb) since their establishment if established during the past three 
years; 

(ii) a certificate signed by the bidder certifying that the bidder has no 
undisputed commitments for municipal services towards a municipality 
or other service provider in respect of which payment is overdue for 
more than 30 days; 

(iii) particulars of any contracts awarded to the bidder by an organ of state 
during the past five years, including particulars of any material non- 
compliance or dispute concerning the execution of such contract; 

(iv) a statement indicating whether any portion of the goods or services 
are expected to be sourced from outside the Republic, and, if so, what 
portion and whether any portion of payment from the municipality or 
municipal entity is expected to be transferred out of the Republic; and 

(e) stipulate that disputes must be settled by means of mutual consultation, 
mediation (with or without legal representation), or, when unsuccessful, in a 
South African court of law. 


22.3.12 Public invitation for competitive bids 

The accounting officer must determine the procedure for the invitation of 
competitive bids, which must stipulate that: 

(a) Any invitation to prospective providers to submit bids must be by means of a 
public advertisement in newspapers commonly circulating locally, the website 
of the municipality or municipal entity or any other appropriate ways (which 
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may include an advertisement in the Government Tender Bulletin); and (b) 
the information contained in a public advertisement, must include - 

(i) the closure date for the submission of bids, which may not be less 
than 30 days in the case of transactions over R2 million (VAT 
included), or which are of a long term nature, or 14 days in any other 
case, from the date on which the advertisement is placed in a 
newspaper, subject to subparagraph (b) of this policy; and 

(ii) a statement that bids may only be submitted on the bid documentation 
provided by the municipality or municipal entity. 

(b) The accounting officer may determine a closure date for the submission of 
bids which is less than the 30 or 14 days requirement, but only if such shorter 
period can be justified on the grounds of urgency or emergency or any 
exceptional case where it is impractical or impossible to follow the official 
procurement process. 

(c) Bids submitted must be sealed. 

(d) Where bids are requested in electronic format, such bids must be 
supplemented by sealed hard copies. 


22.3.13 Procedure for handling, opening and recording of bids 

The accounting officer must determine the procedures for the handling, opening and 
recording of bids, which must stipulate that: 

(a) Bids- 

(i) may be opened only in public; and 

(ii) must be opened at the same time and as soon as possible after the 
period for the submission of bids has expired; 

(b) Any bidder or member of the public has the right to request that the names of 
the bidders who submitted bids in time must be read out and, if practical, also 
each bidder’s total bidding price (this must be stipulated in the tender 
specifications to make potential tenderers aware of possible requests in this 
regard); and 

(c) The accounting officer must - 

(i) record in a register all bids received in time; 

(ii) make the register available for public inspection; and 

(iii) publish the entries in the register and the bid results on the website. 


22.3.14 Negotiations with preferred bidders 

(a) The accounting officer may negotiate the final terms of a contract with 
bidders identified through a competitive bidding process as preferred bidders, 
provided that such negotiation - 

(i) does not allow any preferred bidder a second or unfair opportunity; 

(ii) is not to the detriment of any other bidder; and 

(iii) does not lead to a higher price than the bid as submitted. 

(b) Minutes of such negotiations must be kept for record purposes. 


41 | P a g e 



22.3.15 Two-stage bidding process 


(a) A two-stage bidding process is allowed for - 

(i) large complex projects; 

(ii) projects where it may be undesirable to prepare complete detailed 
technical specifications; or 

(iii) long term projects with a duration period exceeding three years. 

(b) In the first stage technical proposals on conceptual design or performance 
specifications should be invited, subject to technical as well as commercial 
clarifications and adjustments. 

(c) In the second stage final technical proposals and priced bids should be 
invited. 


22.3.16 Committee system for competitive bids 

(a) The accounting officer is required to - 

(i) establish a committee system for competitive bids consisting of at 
least - 

(1) a bid specification committee; 

(2) a bid evaluation committee; and 

(3) a bid adjudication committee; 

(ii) appoint the members of each committee, taking into account section 
1 17 of the Act; and 

(iii) provide for an attendance or oversight process by a neutral or 
independent observer, appointed by the accounting officer, when this 
is appropriate for ensuring fairness and promoting transparency. 

(b) The committee system must be consistent with - 

(i) paragraph 1 1 .3.1 7, 11.3.18 and 1 1 .3.1 8 of this policy; and 

(ii) any other applicable legislation. 

(c) The accounting officer may apply the committee system to formal written 
price quotations. 


22.3.17 Bid specification committees 

(a) The bid specification committee must compile the specifications for each 
procurement of goods or services by the municipality or municipal entity. 

(b) Specifications - 

(i) must be drafted in an unbiased manner to allow all potential suppliers 
to offer their goods or services; 

(ii) must take account of any accepted standards such as those issued by 
Standards South Africa, the International Standards Organisation, or 
an authority accredited or recognised by the South African National 
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Accreditation System with which the equipment or material or 
workmanship should comply; 

(iii) where possible, be described in terms of performance required rather 
than in terms of descriptive characteristics for design; 

(iv) may not create trade barriers in contract requirements in the forms of 
specifications, plans, drawings, designs, testing and test methods, 
packaging, marking or labeling of conformity certification; 

(v) may not make reference to any particular trade mark, name, patent, 
design, type, specific origin or producer unless there is no other 
sufficiently precise or intelligible way of describing the characteristics 
of the work, in which case such reference must be accompanied by 
the words “equivalent”; 

(vi) must indicate each specific goal for which points may be awarded in 
terms of the points system set out in the Preferential Procurement 
Regulations 2001 ; and 

(vii) must be approved by the accounting officer prior to publication of the 
invitation for bids in terms of paragraph 1 1 .3.12 of this policy. 

(c) The bid specification committee must be composed of one or more officials 
of the municipality or municipal entity, preferably the manager responsible for 
the function involved, and may, when appropriate, include external specialist 
advisors. 

(d) No person, advisor or corporate entity involved with the bid specification 
committee, or director of such a corporate entity, may bid for any resulting 
contracts. 


22.3.18 Bid evaluation committees 

(a) The bid evaluation committee must - 

(i) evaluate bids in accordance with - 

(1 ) the specifications for a specific procurement; and 

(2) the points system set out in terms of paragraph 1 1 .3.1 7(b)(vi). 

(ii) evaluate each bidder’s ability to execute the contract; 

(iii) check in respect of the recommended bidder whether municipal rates 
and taxes and municipal service charges are not in arrears, and; 

(iv) submit to the adjudication committee a report and recommendations 
regarding the award of the bid or any other related matter. 

(b) The bid evaluation committee must as far as possible be composed of - 

(i) officials from departments requiring the goods or services; and 

(ii) at least one supply chain management practitioner of the municipality. 
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22.3.19 Bid adjudication committees 


(a) The bid adjudication committee must - 

(i) consider the report and recommendations of the bid evaluation 
committee; and 

(ii) either — 

(1) depending on its delegations, make a final award or a 
recommendation to the accounting officer to make the final 
award; or 

(2) make another recommendation to the accounting officer how to 
proceed with the relevant procurement. 

(b) The bid adjudication committee must consist of at least four senior managers 
of the municipality or municipal entity which must include - 

(i) the chief financial officer or, if the chief financial officer is not available, 
another manager in the budget and treasury office reporting directly to 
the chief financial officer and designated by the chief financial officer; 
and 

(ii) at least one senior supply chain management practitioner who is an 
official of the municipality and 

(iii) a technical expert in the relevant field who is an official, if such an 
expert exists. 

(c) The accounting officer must appoint the chairperson of the committee. If the 
chairperson is absent from a meeting, the members of the committee who 
are present must elect one of them to preside at the meeting. 

(d) Neither a member of a bid evaluation committee, nor an advisor or person 
assisting the evaluation committee, may be a member of a bid adjudication 
committee. 

(e) (i) If the bid adjudication committee decides to award a bid other than the 
one recommended by the bid evaluation committee, the bid adjudication 
committee must prior to awarding the bid - 

(1) check in respect of the preferred bidder whether that bidder’s 
municipal rates and taxes and municipal service charges are 
not in arrears, and; 

(2) notify the accounting officer. 

(ii) The accounting officer may - 

(1) after due consideration of the reasons for the deviation, ratify or 
reject the decision of the bid adjudication committee referred to 
in paragraph (i); and 

(2) if the decision of the bid adjudication committee is rejected, 
refer the decision of the adjudication committee back to that 
committee for reconsideration. 

(f) The accounting officer may at any stage of a bidding process, refer any 
recommendation made by the evaluation committee or the adjudication 
committee back to that committee for reconsideration of the 
recommendation. 
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(g) The accounting officer must comply with section 114 of the Act within 10 
working days 


22.3.20 Procurement of banking services 

(a) Banking services - 

(i) must be procured through competitive bids; 

(ii) must be consistent with section 7 or 85 of the Act; and 

(iii) may not be for a period of more than five years at a time. 

(b) The process for procuring a contract for banking services must commence at 
least nine months before the end of an existing contract. 

(c) The closure date for the submission of bids may not be less than 60 days 
from the date on which the advertisement is placed in a newspaper in terms 
of paragraph 11.3.12(a). Bids must be restricted to banks registered in terms 
of the Banks Act, 1990 (Act No. 94 of 1990). 


22.3.21 Procurement of IT related goods or services 

(a) The accounting officer may request the State Information Technology 
Agency (SITA) to assist with the acquisition of IT related goods or services 
through a competitive bidding process. 

(b) Both parties must enter into a written agreement to regulate the services 
rendered by, and the payments to be made to, SITA. 

(c) The accounting officer must notify SITA together with a motivation of the IT 
needs if - 

(i) the transaction value of IT related goods or services required in any 
financial year will exceed R50 million (VAT included); or 

(ii) the transaction value of a contract to be procured whether for one or 
more years exceeds R50 million (VAT included). 

(d) If SITA comments on the submission and the municipality disagrees with 
such comments, the comments and the reasons for rejecting or not following 
such comments must be submitted to the council, the National Treasury, the 
relevant provincial treasury and the Auditor-General. 


22.3.22 Procurement of goods and services under contracts secured by other organs of 
state 

(a) The accounting officer may procure goods or services under a contract 
secured by another organ of state, but only if - 

(i) the contract has been secured by that other organ of state by means 
of a competitive bidding process applicable to that organ of state; 

(ii) there is no reason to believe that such contract was not validly 
procured; 

(iii) there are demonstrable discounts or benefits to do so; and 
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(iv) that other organ of state and the provider have consented to such 
procurement in writing. 

(b) Subparagraph (a)(iii) and (iv) do not apply if - 

(i) a municipal entity procures goods or services through a contract 
secured by its parent municipality; or 

(ii) a municipality procures goods or services through a contract secured 
by a municipal entity of which it is the parent municipality. 


22.3.23 Procurement of goods necessitating special safety arrangements 

(a) The acquisition and storage of goods in bulk (other than water) which 
necessitate special safety arrangements, including gasses and fuel, should 
be avoided where ever possible. 

(b) Where the storage of goods in bulk is justified, such justification must be 
based on sound reasons, including the total cost of ownership, cost 
advantages and environmental impact and must be approved by the 
accounting officer. 


22.3.24 Proudly SA Campaign 

The accounting officer must determine internal operating procedures supporting the 
Proudly SA Campaign to the extent that, all things being equal, preference is given 
to procuring local goods and services from: 

• Firstly - suppliers and businesses within the municipality; 

• Secondly - suppliers and businesses within the district; 

• Thirdly - suppliers and businesses within the relevant province; 

• Fourthly - suppliers and businesses within the Republic of South Africa 


22.3.25 Appointment of consultants 

(a) The accounting officer may procure consulting services provided that any 
Treasury guidelines in respect of consulting services are taken into account 
when such procurements are made. 

(b) Consultancy services must be procured through competitive bids if - 

(i) the value of the contract exceeds R1 20 000 (VAT included); or 

(ii) the duration period of the contract exceeds one year. 

(c) In addition to any requirements prescribed by this policy for competitive bids, 
bidders must furnish particulars of - 

(i) all consultancy services provided to an organ of state in the last five 
years; and 

(ii) any similar consultancy services provided to an organ of state in the 
last five years. 
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(d) The accounting officer must ensure that copyright in any document 
produced, and the patent rights or ownership in any plant, machinery, thing, 
system or process designed or devised, by a consultant in the course of the 
consultancy service is vested in the municipality. 


22.3.26 Deviation from, and ratification of minor breaches of, procurement processes 

(a) The accounting officer may - 

(i) dispense with the official procurement processes established by this 
policy and to procure any required goods or services through any 
convenient process, which may include direct negotiations, but only - 

(1) in an emergency; 

(2) if such goods or services are produced or available from a 
single provider only; 

(3) for the acquisition of special works of art or historical objects 
where specifications are difficult to compile; 

(4) acquisition of animals for zoos and/or nature and game 
reserves; or 

(5) in any other exceptional case where it is impractical or 
impossible to follow the official procurement processes; and 

(ii) ratify any minor breaches of the procurement processes by an official 
or committee acting in terms of delegated powers or duties which are 
purely of a technical nature. 

(b) The accounting officer must record the reasons for any deviations in terms of 
subparagraphs (a)(i) and (ii) of this policy and report them to the next 
meeting of the council and include as a note to the annual financial 
statements. 

(c) Subparagraph (b) does not apply to the procurement of goods and services 
contemplated in paragraph 1 1 .3.1 of this policy. 


22.3.27 Unsolicited bids 

(a) In accordance with section 113 of the Act there is no obligation to consider 
unsolicited bids received outside a normal bidding process. 

(b) The accounting officer may decide in terms of section 113(2) of the Act to 
consider an unsolicited bid, only if - 

(i) the product or service offered in terms of the bid is a demonstrably or 
proven unique innovative concept; 

(ii) the product or service will be exceptionally beneficial to, or have 
exceptional cost advantages; 

(iii) the person who made the bid is the sole provider of the product or 
service; and 

(iv) the reasons for not going through the normal bidding processes are 
found to be sound by the accounting officer. 
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(c) If the accounting officer decides to consider an unsolicited bid that complies 
with subparagraph (b) of this policy, the decision must be made public in 
accordance with section 21 A of the Municipal Systems Act, together with - 

(i) reasons as to why the bid should not be open to other competitors; 

(ii) an explanation of the potential benefits if the unsolicited bid were 
accepted; and 

(iii) an invitation to the public or other potential suppliers to submit their 
comments within 30 days of the notice. 

(d) All written comments received pursuant to subparagraph (c), including any 
responses from the unsolicited bidder, must be submitted to the National 
Treasury and the relevant provincial treasury for comment. 

(e) The adjudication committee must consider the unsolicited bid and may award 
the bid or make a recommendation to the accounting officer, depending on 
its delegations. 

(f) A meeting of the adjudication committee to consider an unsolicited bid must 
be open to the public. 

(g) When considering the matter, the adjudication committee must take into 
account- 

(i) any comments submitted by the public; and 

(ii) any written comments and recommendations of the National Treasury 
or the relevant provincial treasury. 

(h) If any recommendations of the National Treasury or provincial treasury are 
rejected or not followed, the accounting officer must submit to the Auditor 
General, the relevant provincial treasury and the National Treasury the 
reasons for rejecting or not following those recommendations. 

(i) Such submission must be made within seven days after the decision on the 
award of the unsolicited bid is taken, but no contract committing the 
municipality to the bid may be entered into or signed within 30 days of the 
submission. 


22.3.28 Combating of abuse of supply chain management system 

The accounting officer must establish measures for the combating of abuse of the 
supply chain management system, which must stipulate the following: 

(a) The accounting officer must- 

(i) take all reasonable steps to prevent abuse of the supply chain 
management system; 

(ii) investigate any allegations against an official or other role player of 
fraud, corruption, favouritism, unfair or irregular practices or failure to 
comply with this supply chain management policy, and when justified— 

(1) take appropriate steps against such official or other role player; 
or 

(2) report any alleged criminal conduct to the South African Police 
Service; 
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(iii) check the National Treasury’s database prior to awarding any contract 
to ensure that no recommended bidder, or any of its directors, is listed 
as a person prohibited from doing business with the public sector; 

(iv) reject any bid from a bidder- 

(1) if any municipal rates and taxes or municipal service charges 
owed by that bidder or any of its directors to the municipality, or 
to any other municipality or municipal entity, are in arrears for 
more than three months; or 

(2) who during the last five years has failed to perform satisfactorily 
on a previous contract with the municipality or any other organ 
of state after written notice was given to that bidder that 
performance was unsatisfactory; 

(v) reject a recommendation for the award of a contract if the 
recommended bidder, or any of its directors, has committed a corrupt 
or fraudulent act in competing for the particular contract; 

(vi) cancel a contract awarded to a person if - 

(1) the person committed any corrupt or fraudulent act during the 
bidding process or the execution of the contract; or 

(2) an official or other role player committed any corrupt or 
fraudulent act during the bidding process or the execution of 
the contract that benefited that person; and 

(vii) reject the bid of any bidder if that bidder or any of its directors - 

(1) has abused the supply chain management system of the 
municipality or has committed any improper conduct in relation 
to such system; 

(2) has been convicted for fraud or corruption during the past five 
years; 

(3) has willfully neglected, reneged on or failed to comply with any 
government, municipal or other public sector contract during 
the past five years; or 

(4) has been listed in the Register for Tender Defaulters In terms 
section 29 of the Prevention and Combating of Corrupt 
Activities Act (No 1 2 of 2004). 

(b) The accounting officer must inform the National Treasury and relevant 
provincial treasury in writing of any actions taken in terms of subparagraphs 
(a)(ii)(2), (v) or (vi) of this policy. 


22.4 Logistics management 

The accounting officer must establish an effective system of logistics management 
in order to provide for the setting of inventory levels, placing of orders, receiving and 
distribution of goods, stores and warehouse management, expediting orders, 
transport management, vendor performance, maintenance and contract 
administration. 
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22.5 Disposal management 


(1) The accounting officer must establish an effective system of disposal 
management for the disposal or letting of assets, including unserviceable, 
redundant or obsolete assets, subject to sections 14 and 90 of the Act, which 
must stipulate the following: 

(2) The disposal of assets must- 

(a) be by one of the following methods - 

(i) transferring the asset to another organ of state in terms of a 
provision of the Act enabling the transfer of assets; 

(ii) transferring the asset to another organ of state at market 
related value or, when appropriate, free of charge; 

(iii) selling the asset; or 

(iv) destroying the asset; 

(b) provided that - 

(i) immovable property may be sold only at market related prices 
except when the public interest or the plight of the poor 
demands otherwise; 

(ii) movable assets may be sold either by way of written price 
quotations, a competitive bidding process, auction or at market 
related prices, whichever is the most advantageous; 

(iii) in the case of the free disposal of computer equipment, the 
provincial department of education must first be approached to 
indicate within 30 days whether any of the local schools are 
interested in the equipment; and 

(iv) in the case of the disposal of firearms, the National 
Conventional Arms Control Committee has approved any sale 
or donation of firearms to any person or institution within or 
outside the Republic; 

(c) furthermore ensure that - 

(i) immovable property is let at market related rates except when 
the public interest or the plight of the poor demands otherwise; 
and 

(ii) all fees, charges, rates, tariffs, scales of fees or other charges 
relating to the letting of immovable property are annually 
reviewed; and 

(d) ensure that where assets are traded in for other assets, the highest 

possible trade-in price is negotiated. 

22.6 Risk management 

(1) The accounting officer must establish an effective system of risk 
management for the identification, consideration and avoidance of potential 
risks in the supply chain management system. 

(2) Risk management must include - 
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(a) the identification of risks on a case-by-case basis; 

(b) the allocation of risks to the party best suited to manage such risks; 

(c) acceptance of the cost of the risk where the cost of transferring the 
risk is greater than that of retaining it; 

(d) the management of risks in a pro-active manner and the provision of 
adequate cover for residual risks; and 

(e) the assignment of relative risks to the contracting parties through clear 
and unambiguous contract documentation. 


22.7 Performance management 

The accounting officer must establish an effective internal monitoring system in 
order to determine, on the basis of a retrospective analysis, whether the authorised 
supply chain management processes were followed and whether the desired 
objectives were achieved. 

22.8 Other matters 


22.8.1 Prohibition on awards to persons whose tax matters are not in order 

(a) The accounting officer must ensure that, irrespective of the procurement 
process followed, no award above R15 000 is given to a person whose tax 
matters have not been declared by the South African Revenue Service to be 
in order. 

(b) Before making an award to a person the accounting person must first check 
whether the tax clearance certificate has been submitted with the quotation 
or tender. 


22.8.2 Prohibition on awards to persons in the service of the state 

The accounting officer must ensure that irrespective of the procurement process 
followed, no award may be given to a person - 

(a) who is in the service of the state; or 

(b) if that person is not a natural person, of which any director, manager, 
principal shareholder or stakeholder is a person in the service of the state; or 

(c) a person who is an advisor or consultant contracted with the municipality or 
municipal entity. 
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22.8.3 Awards to close family members of persons in the service of the state 

The notes to the annual financial statements must disclose particulars of any award 
of more than R2 000 to a person who is a spouse, child or parent of a person in the 
service of the state, or has been in the service of the state in the previous twelve 
months, including - 

(a) the name of that person; 

(b) the capacity in which that person is in the service of the state; and 

(c) the amount of the award. 


22.8.4 Ethical standards 

(a) A code of ethical standards is hereby established, in accordance with 

subparagraph (b), for officials and other role players in the supply chain 

management system in order to promote - 

(i) mutual trust and respect; and 

(ii) an environment where business can be conducted with integrity and in 
a fair and reasonable manner. 

(b) An official or other role player involved in the implementation of the supply 

chain management policy - 

(i) must treat all providers and potential providers equitably; 

(ii) may not use his or her position for private gain or to improperly benefit 
another person; 

(iii) may not accept any reward, gift, favour, hospitality or other benefit 
directly or indirectly, including to any close family member, partner or 
associate of that person, of a value more than R350; 

(iv) notwithstanding subparagraph (b)(iii), must declare to the accounting 
officer details of any reward, gift, favour, hospitality or other benefit 
promised, offered or granted to that person or to any close family 
member, partner or associate of that person; 

(v) must declare to the accounting officer details of any private or 
business interest which that person, or any close family member, 
partner or associate, may have in any proposed procurement or 
disposal process of, or in any award of a contract by, the municipality 

(vi) must immediately withdraw from participating in any manner 
whatsoever in a procurement or disposal process or in the award of a 
contract in which that person, or any close family member, partner or 
associate, has any private or business interest; 

(vii) must be scrupulous in his or her use of property belonging to the 
municipality; 

(viii) must assist the accounting officer in combating fraud, corruption, 
favouritism and unfair and irregular practices in the supply chain 
management system; and 
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(ix) must report to the accounting officer any alleged irregular conduct in 
the supply chain management system which that person may become 
aware of, including - 

(1 ) any alleged fraud, corruption, favouritism or unfair conduct; 

(2) any alleged contravention of paragraph 1 1 .8.5 (a) of this policy; 
or 

(3) any alleged breach of this code of ethical standards. 

(c) Declarations in terms of subparagraphs (b)(iv) and (v) - 

(i) must be recorded in a register which the accounting officer must keep 
for this purpose; 

(ii) by the accounting officer must be made to the mayor of the 
municipality who must ensure that such declarations are recorded in 
the register. 

(d) The Municipality’s code of conduct for SCM (Addendum A), must also be 
taken into account by supply chain management practitioners and other role 
players involved in supply chain management. 

(e) The above code of conduct must be adopted by council and when adopted, 
such code of conduct becomes binding on all officials and other role players 
involved in the implementation of the supply chain management policy of the 
municipality.. 

(f) A breach of the code of conduct adopted by the municipality must be dealt 
with in accordance with schedule 2 of the Systems Act. 


22.8.5 Inducements, rewards, gifts and favours to municipalities, officials and other role 
players 

(a) No person who is a provider or prospective provider of goods or services, or 
a recipient or prospective recipient of goods disposed or to be disposed of 
may either directly or through a representative or intermediary promise, offer 
or grant- 

(i) any inducement or reward to the municipality for or in connection with 
the award of a contract; or 

(ii) any reward, gift, favour or hospitality to - 

(1) any official; or 

(2) any other role player involved in the implementation of the 
supply chain management policy. 

(b) The accounting officer must promptly report any alleged contravention of 
subparagraph (a) to the National Treasury for considering whether the 
offending person, and any representative or intermediary through which such 
person is alleged to have acted, should be listed in the National Treasury’s 
database of persons prohibited from doing business with the public sector. 

(c) Subparagraph (a) does not apply to gifts less than R350 in value. 
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22.8.6 Sponsorships 


The accounting officer must promptly disclose to the National Treasury and the 
relevant provincial treasury any sponsorship promised, offered or granted, whether 
directly or through a representative or intermediary, by any person who is - 

(a) a provider or prospective provider of goods or services; or 

(b) a recipient or prospective recipient of goods disposed or to be disposed. 


22.8.7 Objections and complaints 

(a) Persons aggrieved by decisions or actions taken in the implementation of this 
supply chain management system, may lodge within 14 days of the decision 
or action, a written objection or complaint against the decision or action in 
terms of paragraph 1 1 .8.8. 


22.8.8 Resolution of disputes, objections, complaints and queries 

(a) The accounting officer must appoint an independent and impartial person, 
not directly involved in the supply chain management processes - 

(i) to assist in the resolution of disputes between the municipality and 
other persons regarding - 

(1) any decisions or actions taken in the implementation of the 
supply chain management system; or 

(2) any matter arising from a contract awarded in the course of the 
supply chain management system; or 

(ii) to deal with objections, complaints or queries regarding any such 
decisions or actions or any matters arising from such contract. 

(b) The accounting officer, or another official designated by the accounting 
officer, is responsible for assisting the appointed person to perform his or her 
functions effectively. 

(c) The person appointed must - 

(i) strive to resolve promptly all disputes, objections, complaints or 
queries received; and 

(ii) submit monthly reports to the accounting officer on all disputes, 
objections, complaints or queries received, attended to or resolved. 

(d) A dispute, objection, complaint or query may be referred to the relevant 
provincial treasury if - 

(i) the dispute, objection, complaint or query is not resolved within 60 
days; or 

(ii) no response is forthcoming within 60 days. 

(e) If the provincial treasury does not or cannot resolve the matter, the dispute, 
objection, complaint or query may be referred to the National Treasury for 
resolution. 


54 | P a g e 



(f) This paragraph must not be read as affecting a person’s rights to approach a 
court at any time. 


22.8.9 Contracts providing for compensation based on turnover 

If a service provider acts on behalf of a municipality to provide any service or act as 
a collector of fees, service charges or taxes and the compensation payable to the 
service provider is fixed as an agreed percentage of turnover for the service or the 
amount collected, the contract between the service provider and the municipality 
must stipulate - 

(a) a cap on the compensation payable to the service provider; and 

(b) that such compensation must be performance based. 


23 Roles and Responsibilities 


23.1 Oversight role of Council 

The council must maintain oversight over the implementation of this supply chain 

management policy. 

For the purposes of such oversight the accounting officer must - 

(a) within 30 days of the end of each financial year, submit a report on the 
implementation of the supply chain management policy of the municipality 
and of any municipal entity under its sole or shared control, to the council of 
the municipality, 

(b) whenever there are serious and material problems in the implementation of 
the supply chain management policy, immediately submit a report to the 
council 


24 Monitoring, Evaluation and Reporting 


The accounting officer must establish an effective internal monitoring system in 
order to determine, on the basis of a retrospective analysis, whether the authorised 
supply chain management processes were followed and whether the desired 
objectives were achieved. 


55 | P a g e 






25 Implementation 


The Supply Chain Management Policy will be implemented and adopted after 
approval thereof by the Council. 


26 Addendum 


A Code of Conduct 
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PLAN AND MANAGE THE BUDGET 


POLICY & PROCEDURE MANUAL 
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Introduction 


f Formatted: Bullets and Numbering ] 


27.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


27.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

27.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emkahazeni Local Municipality. 
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28 Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Act 

“Act” means Municipal Finance Management Act, 2003 (Act No. 56, 2003) 

“allocation”, in relation to a municipality, means- 

a) a municipality's share of the local government's equitable share referred to in 
section 214(1)(a) of the Constitution; 

b) an allocation of money to a municipality in terms of section 214(1)(a) of the 
Constitution; 

c) an allocation of money to a municipality in terms of a provincial budget, or 

d) any other allocation of money to a municipality by an organ of state, including by 
another municipality, otherwise than in compliance with a commercial or other 
business transaction; 

“budget controllers” are all heads of departments (Senior Managers and Managers) and 
the Chief Financial Officer. 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Act 

“financial year” means the financial year ending 30 June 
“mayor”, in relation to 

a) a municipality with an executive mayor, means the councillor elected as the 
executive mayor of the municipality in terms of section 55 of the Municipal 
Structures Act; or 

b) a municipality with an executive committee, means the councillor elected as the 
mayor of the municipality in terms of section 48 of that Act 

“the municipality” means Emakhazeni Municipality 

“municipal manager” means a person appointed in terms of section 82(1 )(a) or (b) of the 
Municipal Structures Act 

“vote” means- 

a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

b) which specifies, the total amount that is appropriated for the purposes of the 
department or functional area concerned. 
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Abbreviations: 


DME 

DWAF 

IDP 

MFMA 

MIG 

MSA 

SDBIP 


Department of Minerals and Energy 
Department of Water Affairs and Forestry 
Integrated Development Plan 

Municipal Finance Management Act, 2003 (Act No. 56, 2003) 

Municipal Infrastructure Grant 

Municipal Systems Act, 2000 (Act 32 of 2000) 

Service Delivery and Budget Implementation Plan 


29 Purpose of the Guidelines 


The purpose of this manual is to provide an overview of the procedure for the 
infrastructural process of Planning and Managing the Budget. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of budgets. 

Briefly, the procedures include the development of budgets, including the 
preparation of the budget, revision, approval, monitoring and evaluation of 
budgetary performance for a financial year. 


30 Scope of Application 


Accounting Officer 
Chief Financial Officer 

All heads of departments (Senior Managers and Managers) 
Any other senior officials designated by the accounting officer 
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31 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 (Act 1 of 1999) 

♦ Organised Local Government Act, 1997 (Act 52 of 1997) 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Structures Act, 1 998 (Act 1 1 7 of 1 998 

♦ Municipal Finance Management Act, 2003 (Act 56 of 2003) 

♦ National Treasury guidelines and prescripts 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


32 Principles 


6.1 Except in so far as capital projects represent a contractual commitment to the 
municipality extending over more than one financial year, the annual capital budget 
shall be prepared from a zero base. 

6.2 The capital budget component of the annual or adjustments budget shall only be 
approved by the council if it has been properly balanced, that is, if the sources of 
finance which are realistically envisaged to fund the budget equal the proposed 
capital expenses. 

6.3 Any surplus from previous financial years not appropriated, even if fully cash- 
backed, shall not be used to balance any annual or adjustments budget, but shall 
be appropriated, as far as it is not required to finance the payment of operating 
creditors or for other operational purposes, to the Municipality’s asset financing 
reserve. 

6.4 An impending operating deficit shall be made good in an adjustments budget, but if 
an operating deficit arises at the end of a financial year, notwithstanding the 
precautionary measures adopted by the council, such deficit shall immediately be 
made good in the annual or adjustments budget for the ensuing financial year, and 
shall not be offset against any unappropriated surplus carried forward from 
preceding financial years. 
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6.5 


Provisions: 


6.5. 1 Accrued leave 

The Municipality shall establish and maintain a provision for accrued leave 
entitlements equal to 100% of the accrued leave entitlement of officials as at 30 
June of each financial year, and shall budget appropriately for contributions to such 
provision in each annual and adjustments budget. 

6.5.2 Provision for bad debts 

The Municipality shall establish and maintain a provision for bad debts in 
accordance with its rates and tariffs policies, and shall budget appropriately for 
contributions to such provision in each annual and adjustments budget. 

6.5.3 Obsolete and deteriorated stock 

The municipality shall establish and maintain a provision for the obsolescence and 
deterioration of stock in accordance with its stores management policy, and shall 
budget appropriately for contributions to such provision in each annual and 
adjustments budget. 

6.6 All expenses, including depreciation expenses, shall be cash-funded. The cash 
received in respect of depreciation expenses on fixed assets financed from external 
borrowings shall be transferred to the investments created to redeem such 
borrowings. 

6.7 Finance charges payable by the Municipality shall be apportioned between 
departments or votes on the basis of the proportion at the last balance sheet date of 
the carrying value of the fixed assets belonging to such department or vote to the 
aggregate carrying value of all fixed assets in the municipality. 

6.8 Depreciation and finance charges together shall not exceed 20 % of the aggregate 
expenses budgeted for in the operating budget component of each annual or 
adjustments budget. 

6.9 The allocation of interest earned on the Municipality’s investments shall be 
budgeted for in terms of the banking and investment policy. 

6.10 The Municipality shall adequately provide in each annual and adjustments budget 
for the maintenance of its fixed assets in accordance with its fixed asset 
management and accounting policy. At least 5% of the operating budget 
component of each annual and adjustments budget shall be set aside for such 
maintenance. 
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6.11 The budget for salaries, allowances and salaries-related benefits shall be 
separately prepared, and shall not exceed 30% of the aggregate operating budget 
component of the annual or adjustments budget. For purposes of applying this 
principle, the remuneration of political office bearers and other councillors shall be 
excluded from this limit. 

6.12 In preparing its revenue budget, the municipality shall strive to maintain the 
aggregate revenues from property rates at not less than 25% of the aggregate 
revenues budgeted for. 
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33 Budget Management Guidelines * 


33.1 Budget process 

The IDP and budget process must be one process. It is considered that a well-run 
budget process that incorporates the IDP review will facilitate community input, 
encourage discussion, promote a better understanding of community needs, 
provide an opportunity for feedback and improve accountability and responsiveness 
to the needs of the local communities. It also positions the municipality to represent 
the needs of the community and to provide useful inputs to the relevant provincial 
and national department strategies and budgets for the provision of services such 
as schools, clinics, hospitals and police stations. 

33.2 Preparation of the budget 



£ 




£ 




£ 

£ 


♦ Schedule key dates 

♦ Establish consultation forums 

♦ Review previous processes 


♦ Review IDP 

♦ Set service delivery and objectives for next 3 years 

♦ Consult on tariffs 

♦ Consider local, provincial and national issues 

♦ Consider previous years performance 

♦ Consider current economic and demographic trends 


♦ Prepare budget 

♦ Prepare revenue and expenditure projections 

♦ Prepare draft budget policies 

♦ Consult and consider local, provincial and national priorities 


Table draft budget, IDP and budget related policies before 
council 

Consult and consider formal local, provincial and national 
inputs or responses 


Council approves budget and related policies 


Publish and approve SDBIP and annual performance 
agreements and indicators 


65 | P a g e 
















33.3 Step 1: Planning 


Coordination of the budget preparation process 

Section 21 of the MFMA requires the mayor to coordinate the processes for 
preparing the annual budget and for reviewing the IDP and budget related policies. 
The mayor must table in council by 31 August (10 months before the start of the 
budget year) a schedule of key deadlines for various budget related activities as 
spelled out in section 21 . The accounting officer is tasked by section 68 of the 
MFMA with assisting the mayor in developing and implementing the budgetary 
process. The process should provide for both internal (within municipality) and 
external (local community and other stakeholder) consultations. 


Budget Time Schedule: 


Month 

Mayor and Council / Entity Board 

Administration - Municipality 

July 

Mayor begins planning for next three-year 
budget in accordance with coordination role 
of budget process 

MFMA s 53 

Planning includes review of the previous 
years budget process and completion of the 
Budget Evaluation Checklist 

Accounting officer and senior officials 
begin planning for next three-year budget 

MFMA s 68, 77 

Accounting officer and senior officials of 
municipality review options and contracts 
for service delivery 

August 

Mayor tables in Council a time schedule 
outlining key deadlines for: preparing, 
tabling and approving the budget, reviewing 
the IDP (as per s 34 of MSA) and budget 
related policies and consultation processes 
at least 1 0 months before the start of the 
financial year. 

MFMA s 21, 22, 23 

MSA s 34 

Mayor establishes committees and 
consultation forums for the budget process 


September 

Council through the IDP review process 
determine strategic objectives for service 
delivery and development for next three- 
year budgets including review of provincial 
and national government sector and 
strategic plans 

Budget and Technical office and Task 

Team of municipality determine revenue 
projections and proposed rate and service 
charges and drafts initial allocations to 
functions and departments for the next 
financial year after taking into account 
strategic objectives 

Engages with provincial and national 
sector departments on sector specific 
programmes for alignment with 
municipality’s plans (schools, libraries, 
clinics, water, electricity, roads, etc.) 
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Month 

Mayor and Council / Entity Board 

Administration - Municipality 




October 


Accounting officer does initial review of 
national policies and budget plans and 
potential price increases of bulk resources 
with function and departmental officials 

MFMA s 35, 36, 42 

November 


Accounting officer reviews and drafts 
initial changes to IDP 

December 

Council finalises tariff policies (rates and 
service charges) for next financial year 

MSA s 74, 75 

Accounting officer and senior officials 
consolidate and prepare proposed budget 
and plans for next financial year taking 
into account previous years performance 
as per audited financial statements 

January 


Accounting officer reviews proposed 
national and provincial allocations to 
municipality for incorporation into the draft 
budget for tabling (Proposed national and 
provincial allocations for three years must 
be available by 20 January) 

MFMA s 36 

February 


Accounting officer finalises and submits to 
Mayor proposed budgets and plans for 
next three-year budgets taking into 
account the recent mid-year review and 
any corrective measures proposed as part 
of the oversight report for the previous 
years audited financial statements and 
annual report 

Accounting officer to notify relevant 
municipalities of projected allocations for 
next three budget years 120 days prior to 
start of budget year 

MFMA s 37(2) 


Where a specific time frame is shown in the time schedule, it is a deadline 
requirement of the MFMA and must be complied with. The Municipality should 
make public a simplified version of the schedule to ensure the community is aware 
of the timelines, process and opportunities and to have input to the budget and IDP. 
A simplified version of the schedule should be placed in local newspapers, 
newsletters and the municipal website alerting the public that more information on 
the budget process is available on the municipal website and offices, including how 
the public can make an input into the budget process. 

Review of previous budget process - budget evaluation checklist 

While the MFMA does not explicitly require a review of the previous budget process, 
it is strongly recommended that this is undertaken in early August by the mayor and 
accounting officer before determining the new schedule of key deadlines. Such a 
review can provide information about what worked well, what didn’t, where to 
improve and issues to address for legislative compliance. 
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Budget Evaluation Checklist (BEC) 

The BEC (Addendum A) will assist the Municipality to evaluate the budget process 
to facilitate eventual compliance with the MFMA, including previous budget 
preparation, tabling, approval and implementation. 

When completing the checklist if a municipality answers “No” next to one of the 
items, this will serve as an indication of where more effort is needed to ensure 
compliance in the future. 


33.4 Step 2: Strategising 

Review of IDP and budget related policies 

The MSA and the MFMA require that a revised IDP be adopted at the time of 
adopting the budget. Therefore, the process leading to the adoption of the budget 
and IDP must be incorporated into one process, together with the process for 
approving taxes, levies, user charges and budget related policies. 


Internal consultations within the municipality 

The budget process must involve all the senior managers and must be guided by 
the strategic priorities of the municipality. 

The budget process should be preceded by a number of strategic and consultation 
processes within the municipality, involving the executive committee and councilors. 

The internal strategic consultation should commence around September/October, 
with the mayor convening a meeting of the executive committee and senior 
managers. The purpose of the meeting is to determine the priorities of the 
municipality for the coming budget, taking into account the financial and political 
pressures facing the municipality. It should also consider what revisions should be 
considered to its current IDP. 

The above process ideally would culminate in a major council strategic workshop 
around the beginning of October involving the entire council (or if the council is too 
large, at least the chairpersons of all council committees). The purpose of the 
workshop is to gain understanding of budgetary pressures and to win the support of 
councilors to the budget priorities proposed by the mayor. It should be noted that at 
this stage the mayor and executive committee determine the budget priorities. The 


68 | P a g e 



actual priorities will be approved by the council when it approves the budget and 
revisions to the IDP at the end of the process. 

The budget priorities are tentative at this stage and offer a basis for consulting with 
the community and stakeholders. It may be necessary for the mayor to revise the 
priorities following the consultation process. 

External consultations with the community and other stakeholders 

There are two external consultation processes envisaged in the MFMA and 
Municipal Systems Act. The first external consultation process is informal, and 
open-ended, which begins around October and includes the following: 

a. Public meetings with residents and small businesses in local communities - 
to identify and prioritise the greatest local needs (e.g. housing, water, 
electricity, recreation facilities, schools, clinics, streets and street lighting, 
refuse removal, social services and related issues, crime and functioning of 
local police stations, etc). To obtain the views of the community the council 
should consider the use of ward committees to gain an understanding of the 
issues in each ward; 

b. Meetings with key stakeholders (e.g. residents associations, NGOs, business 
organisations) - to identify community and business needs and concerns, 
including the level of municipal tariffs and charges. 

c. Consultations between the municipality and other municipalities, provincial 
and national departments and entities. 

This first phase of informal or open-ended consultations ends when the mayor 
tables the budget and revisions to the IDP around the end of March. 

The second external consultation process is more formal and takes place after the 
tabling of the draft budget, when the council convenes hearings on the draft budget 
and revisions to the IDP. The municipality must invite the public and stakeholder 
organisations to submit comments and submissions in response to the draft budget 
and revised IDP. 

The IDP is a coordinating tool that includes the needs of the community with respect 
to local services provided by all three spheres of government. It follows that the IDP 
of a municipality should differentiate between two sections - one part related to 
municipal functions and responsibilities and a second part relating to national and 
provincial responsibilities. The budget of the municipality can only fund the first part 
of the IDP related to municipal functions and services. The second part of the IDP 
requires the accounting officer to co-ordinate with national and provincial 
departments advocating on behalf of the local community. 
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33.5 Step 3: Preparing 


The preparation of the budget starts in August at the time the mayor tables the 
schedule of key deadlines and concludes in June or early July when the mayor 
approves the SDBIP and annual performance agreements with senior managers. In 
practice the budget preparation process is an ongoing function where processes 
and budget years will overlap. There are generally three different budget processes 
operating in parallel all the time - reporting on the past year (e.g. annual reports and 
audited financial statements), current year implementation, and preparations for the 
coming budget year. 

Budget preparation includes the following processes: 

♦ Winning support for the priorities that will shape the way budget allocations 
will be determined 

♦ Integration of strategic objectives with budget allocations 

♦ Appropriate planning and improved project management 

♦ Assessing affordability of rates and service charges, and identifying poor 
households unable to afford such rates and charges; 

♦ Accuracy in the estimation of revenue and expenditure projections 

♦ Consultation and review of national, provincial and local priorities 

♦ Assessment of previous year performance and corrective action to be 
incorporated in the next budget 

Whilst the technical preparation of the Budget is undertaken by the accounting 
officer, senior managers and chief financial officer, it is important that the mayor 
meet with the accounting officer and CFO on a monthly basis after the priorities are 
set, particularly during November, January, February and March. Such political 
oversight is necessary to guide officials and to assist in making the hard trade-offs 
necessary to determine the budget. 

A key step in the budget process occurs at the end of January, when the mayor is 
required to table the annual report for the past year and the mid-year report on the 
current financial year. 

In the preparation of the draft operating budget component of the annual budget, 
the allowable budgetary increment shall relate to the total amount provided for each 
budget vote, and the head of the department, service or function concerned shall 
have the right to allocate the total budgeted amount to the line-items within such 
vote, except in so far as the line-item provisions relate to matters determined by the 
chief financial officer in terms of the municipality’s approved policies and contractual 
and statutory commitments (for example, depreciation charges, finance charges, 
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insurance costs, contribution to the COID, RSC levies payable, skills development 
levies payable). 


The head of the department, service or function to which each budget vote relates 
shall justify the allocation of the aggregate budget for such vote to the various line- 
items within the vote to the portfolio committee responsible for the department, 
service or function concerned. In motivating the allocations made to and within the 
vote, the head of department, service or function concerned shall provide the 
relevant portfolio committee with appropriate quarterly performance indicators and 
service delivery targets pertaining to the budget. Such indicators and targets shall 
be prepared with the approval of the municipal manager and the mayor. 

Previous performance 

Throughout the budget process, and specifically at key times, consideration should 
be given to the effect that previous performance will have on the medium term plan 
and the current and forthcoming budgets. This should include past year and current 
year information. 

Municipal Infrastructure Grant 

The Municipality should produce a 3 year capital plan when tabling the draft budget. 

This is required to be disaggregated by municipal ward and reflect the MIG sector 
priorities to enable national and provincial transfers to flow directly to municipalities. 
The sector priorities in MIG refer to functions of water, sanitation, refuse, electricity, 
roads, public amenities, etc. 

This will allow for sector departments like, DWAF, DME and others to monitor 
progress in addressing backlogs, as reflected in the Division of Revenue framework 
for MIG. Moreover, it is a requirement that consultations on these capital plans be 
undertaken for water and sanitation, electricity with national sector departments 
about early November, and similarly for roads with provincial departments of 
transport. 

The Division of Revenue Gazette must be consulted for information regarding the 
MIG framework. 


33.6 Step 4: Tabling 

The draft budget and revised IDP must be tabled together in council no later than 
1 April (90 days before the start of the budget year), together with the draft 
resolutions and budget related policies. The accounting officer must immediately 
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(on the same day) post the budget, revised IDP and all related documents onto the 
municipal website so that the budget is accessible to the public. The accounting 
officer must also immediately make available to the public hard copies of the budget 
and all other related documents and send (hard and electronic) copies to the 
National and provincial treasuries and other relevant organs of state (e.g. water 
affairs, mineral and energy, water boards and all other municipalities within the 
same district). 

Once the budget is tabled the local community must be invited to make written 
submissions to the council on the budget and to make representation at the council 
hearings. Key stakeholders like national and provincial departments (e.g. treasuries, 
local government, water, environment, health) should also be invited to submit 
written comments to the hearings. The Council may also wish to host special 
sessions with community organisations, business organisations and public sector 
institutions prior to convening the hearings on the budget. 

When considering the draft annual budget, the council shall consider the impact, 
which the proposed increases in rates and service tariffs will have on the monthly 
municipal accounts of households in the municipal area. The impact of such 
increases shall be assessed on the basis of a fair sample of randomly selected 
accounts. Because households have no mechanism for passing on such increases 
to other parties, but must fully absorb the increases concerned, the council shall 
ensure that the average additional impact of such increases is not more than the 
relevant increase in the consumer price index. 

Before approving the capital budget component of the annual or adjustments 
budget, the council shall consider the impact on the present and future operating 
budgets of the municipality in relation to finance charges to be incurred on external 
loans, depreciation of fixed assets, maintenance of fixed assets, and any other 
ordinary operational expenses associated with any item on such capital budget. In 
addition, the council shall consider the likely impact of such operation expenses - 
net of any revenues expected to be generated by such item - on future property 
rates and service tariffs. 

The council is required to have hearings on the budget before it considers the 
budget for adoption. Such hearings can take the form of various committee hearings 
and should be convened soon after tabling the budget. The hearings may need to 
extend over a number of weeks, after which a full council meeting should be 
convened to consider and make recommendations arising out of the hearings 
process. The council must consider all the submissions and representations 
received during its hearings process. The mayor must be given an opportunity to 
respond to the recommendations (at that or a subsequent council meeting), and 
where necessary, to make revisions and amend the tabled budget. 
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The diagramme below illustrates the sequence of events to table the proposed 
budget and amendments to the IDP. 

Tabling the budget - suggested timing 


March 

April 

May 

Wkl | Wk2 | Wk3 | Wk4 

Wkl | Wk2 | Wk3 | Wk4 

Wkl | Wk2 | Wk3 | Wk4 


Table municipal and entity 


Call for public 
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and 


mayor to 

related policies 
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meeting 
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Contents of budgets and supporting documents 

The annual budget of the municipality must be a schedule in the prescribed format- 

(1) setting out realistically anticipated revenue for the budget year from each 
revenue source; 

(2) appropriating expenditure for the budget year under the different votes of the 
municipality; 

(3) setting out indicative revenue per revenue source and projected expenditure 
by vote for the two financial years following the budget year; 

(4) setting out- 

(i) estimated revenue and expenditure by vote for the current year; and 

(ii) actual revenue and expenditure by vote for the financial year 
preceding the current year: and 

(iii) a statement containing any other information required by section 
215(3) of the Constitution or as may be prescribed 

An annual budget must generally be divided into a capital and an operating budget 
in accordance with international best practice, as may be prescribed. 

When an annual budget is tabled it must be accompanied by the following 
documents: 

(a) Draft resolutions - 

(i) approving the budget of the municipality; 

(ii) imposing any municipal tax and setting any municipal tariffs as may be 
required for the budget year; and 

(iii) approving any other matter that may be prescribed; 
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(b) measurable performance objectives for revenue from each source and for 
each vote in the budget, taking into account the municipality's integrated 
development plan; 

(c) a projection of cash flow for the budget year by revenue source broken down 
per month; 

(d) any proposed amendments to the municipality's integrated development plan 
following the annual review of the integrated development plan in terms of 
section 34 of the Municipal Systems Act; 

(e) any proposed amendments to the budget-related policies of the municipality; 

(f) particulars of the municipality's investments; 

(g) any prescribed budget information on municipal entities under the sole or 
shared control of the municipality; 

(h) particulars of all proposed new municipal entities which the municipality 
intends to establish or in which the municipality intends to participate; 

(i) particulars of any proposed service delivery agreements including material 
amendments to existing service delivery agreements; 

(j) particulars of any proposed allocations or grants by the municipality to- 

(i) other municipalities; 

(ii) any municipal entities and other external mechanisms assisting the 
municipality in the exercise of its functions or powers; 

(iii) any other organs of state; 

(iv) any organisations or bodies referred to in section 67(1 ) of the Act; 

(k) the proposed cost to the municipality for the budget year of the allowances 
and benefits of- 

(i) each political office-bearer of the municipality; 

(ii) councillors of the municipality; and 

(iii) the accounting officer, the chief financial officer, each senior manager 
of the municipality and any other official of the municipality having a 
remuneration package greater than or equal to that of a senior 
manager; 

(l) the proposed cost for the budget year to a municipal entity under the sole or 
shared control of the municipality of the salary, allowances and benefits of - 

(i) each member of the entity's board of directors: and 

(ii) the chief executive officer and each senior manager of the entity: and 

(m) any other supporting documentation as may be prescribed. 


33.7 Step 5: Approving 

After the mayor has responded to the recommendations and made amendments to 
the draft budget, the full council must meet to consider the budget for approval no 
later than 31 May (30 days before the start of the budget year). Ideally the council 
should consider approving the budget, and related policies, at the same meeting 
that the mayor tables any revisions/amendments. If the council is not able to 
approve the budget, the speaker/mayor must ensure that further council meetings 
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are convened every week thereafter to ensure that the budget is approved before 
the start of the budget year. Failure to approve the budget before the start of the 
budget year will have serious operational consequences for the municipality (as no 
payments can be made without an approved budget) and could result in a section 
139 constitutional intervention in terms of sections 25 and 26 of the MFMA. Should 
the municipality fail to approve the budget before the start of the budget year, the 
mayor must inform the MEC for Finance that the budget has not been approved. 


33.8 Step 6: Finalising plans to implement the budget 

This step of the budget process involves the finalisation of plans to implement the 
budget, through the approval of the SDBIP and the performance agreements for the 
accounting officer and other senior managers for the coming financial year. While 
the MFMA requires this to happen within 28 days after the approval of the budget it 
is recommended that draft SDBIP and performance agreements be tabled with the 
budget and considered in conjunction with the budget approval, if possible. 

The recommended approach to prepare the SDBIP is to develop implementation 
plans for each vote in the budget. The vote implementation plans would show: 

♦ monthly projections of revenue by source and expenditure by vote; 

♦ quarterly projections of measurable performance indicators; and service 
delivery targets. 

The SDBIP approved with the budget or shortly after would be a summary of these 
plans. 

A delegations policy of spending authority on budget votes is critical for successful 
budget implementation and subsequent monitoring and evaluation. It is important 
that delegations required to give effect to sections 79, 82 and 106 of the MFMA are 
addressed. 
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34 Roles and Responsibilities 


34.1 The mayor 

(1 ) The mayor of a municipality must- 

(a) provide general political guidance over the budget process and the 
priorities that must guide the preparation of a budget; 

(b) co-ordinate the annual revision of the integrated development plan in 
terms of section 34 of the Municipal Systems Act and the preparation 
of the annual budget and determine how the integrated development 
plan is t o be taken into account or revised for the purposes of the 
budget; and 

(c) take all reasonable steps to ensure- 

(i) that the municipality approves its annual budget before the start 
of the budget year 

(ii) that the municipality's service delivery and budget 
implementation plan is approved by the mayor within 28 days 
after the approval of the budget; and 

(iii) that the annual performance agreements as required in terms 
of section 57(1 )(b) of the Municipal Systems Act for the 
accounting officer and all senior managers- 

(aa) comply with this Act in order to promote sound financial 
management 

(bb) are linked to the measurable performance objectives 

approved with the budget and to the service delivery and 
budget implementation plan; and 
(cc) are concluded in accordance with section 57(2) of the 
Municipal Systems Act. 

(2) The mayor must promptly report to the municipal council and the MEC for 
finance in the province any delay in the tabling of an annual budget, the 
approval of the service delivery and budget implementation plan or the 
signing of the annual performance agreements. 

(3) The mayor must ensure- 

(a) that the revenue and expenditure projections for each month and the 
service delivery targets and performance indicators for each quarter 
as set out in the service delivery and budget implementation plan, are 
made public no later than 14 days after the approval of the service 
delivery and budget implementation plan: and 

(b) that the performance agreements of the accounting officer, senior 
managers and any other categories of officials as may be prescribed 
are made public no later than 14 days after the approval of the 
municipality's service delivery and budget implementation plan. 
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Copies of such performance agreements must be submitted to the 
council and the MEC for local government in the province. 

(4) The mayor of a municipality must- 

(a) co-ordinate the processes for preparing the annual budget and for 
reviewing the municipality's integrated development plan and budget- 
related policies to ensure that the tabled budget and any revisions of 
the integrated development plan and budget-related policies are 
mutually consistent and credible; 

(b) at least 10 months before the start of the budget year, table in the 
municipal council a time schedule outlining key deadlines for- 

(i) the preparation, tabling and approval of the annual budget; 

(ii) the annual review of- 

(aa) the integrated development plan in terms of section 34 of 
the Municipal Systems Act; and 
(bb) the budget-related policies; 

(iii) the tabling and adoption of any amendments to the integrated 
development plan and the budget-related policies; and 

(iv) any consultative processes forming part of the processes 
referred to in subparagraphs (i), (ii) and (iii). 

(5) When preparing the annual budget, the mayor of a municipality must- 

(a) take into account the municipality's integrated development plan; 

(b) take all reasonable steps to ensure that the municipality revises the 
integrated development plan in terms of section 34 of the Municipal 
Systems Act taking into account realistic revenue and expenditure 
projections for future years; 

(c) take into account the national budget, the relevant provincial budget, 
the national government's fiscal and macro-economic policy, the 
annual Division of Revenue Act and any agreements reached in the 
Budget Forum; 

(d) consult - 

(i) the relevant district municipality and all other local 
municipalities within the area of the district municipality, if the 
municipality is a local municipality: 

(ii) all local municipalities within its area, if the municipality is a 
district municipality; 

(iii) the relevant provincial treasury and when requested, the 
National Treasury; and 

(iv) any national or provincial organs of state as may be prescribed; 
and 

(e) provide, on request, any information relating to the budget- 

(i) to the National Treasury; and 

(ii) subject to any limitations that may be prescribed, to - 
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(aa) the national departments responsible for water, 

sanitation, electricity and any other service as may be 
prescribed; 

(bb) any other national and provincial organ of states as may 
be prescribed; and 

(cc) another municipality affected by the budget. 

34.2 The accounting officer 

(1) The accounting officer must- 

(a) assist the mayor in performing the budgetary functions assigned to the 
mayor 

(b) provide the mayor with the administrative support, resources and 
information necessary for the performance of those functions. 

(2) The accounting officer must review proposed national and provincial 
allocations to municipality for incorporation into the draft budget for tabling. 

(3) In order to enable municipalities to include allocations from other 
municipalities in their budgets and to plan effectively for the spending of such 
allocations, the accounting officer of a municipality responsible for the 
transfer of any allocation to another municipality must, by no later than 120 
days before the start of its budget year, notify the receiving municipality of 
the projected amount of any allocation proposed to be transferred to that 
municipality during each of the next three financial years. 


34.3 Chief Financial Officer 

(1) Without derogating in any way from the legal responsibilities of the 
accounting officer, the chief financial officer shall be responsible for preparing 
the draft annual capital and operating budgets (including the budget 
components required for the ensuing financial years), any required 
adjustments budgets, the projections of revenues and expenses for the 
service delivery and budget implementation plan (including the alignment of 
such projections with the cash management programme prepared in terms of 
the banking and investments policy), and shall be accountable to the 
accounting officer manager in regard to the performance of these functions. 

(2) The chief financial officer shall draft the budget timetable for the ensuing 
financial year for the mayor’s approval, and shall indicate in such timetable 
the target dates for the draft revision of the annual budget and the 
preparation of the annual budget for the ensuing financial year, which target 
dates shall follow the prescriptions of the Municipal Finance Management 
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Act, and target dates for the submission of all the budget-related 
documentation to the mayor, finance committee, executive committee and 
council. 

(3) Except where the chief financial officer, with the consent of the mayor and 
accounting officer decides otherwise, the sequence in which each annual 
budget and adjustments budget shall be prepared, shall be: first, the capital 
component, and second, the operating component. The operating 
component shall duly reflect the impact of the capital component on: 

♦ depreciation charges 

♦ repairs and maintenance expenses 

♦ interest payable on external borrowings 

♦ other operating expenses. 

(4) In preparing the operating budget, the chief financial officer shall determine 
the number and type of votes to be used and the line-items to be shown 
under each vote, provided that in so doing the chief financial officer shall 
properly and adequately reflect the organisational structure of the 
Municipality, and further in so doing shall comply - in so far as the 
organisational structure permits - also with the prescribed budget format of 
National Treasury. 

(5) The chief financial officer shall determine the depreciation expenses to be 
charged to each vote, the apportionment of interest payable to the 
appropriate votes, the estimates of withdrawals from (claims) and 
contributions to (premiums) the self-insurance reserve, and the contributions 
to the provisions for bad debts, accrued leave entitlements and obsolescence 
of stocks. 

(6) The chief financial officer shall further, with the approval of the mayor and the 
accounting officer, determine the recommended contribution to he asset 
financing reserve and any special contributions to the self-insurance reserve. 

(7) The chief financial officer shall also, again with the approval of the mayor and 
the accounting officer, and having regard to the municipality’s current 
financial performance, determines the recommended aggregate growth 
factor(s) according to which the budgets for the various votes shall be 
drafted. 

(8) The chief financial officer shall provide technical and administrative support 
to the mayor in the preparation and approval of the annual and adjustment 
budgets, as well as in the consultative processes, which must precede the 
approval of such budgets. 
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(9) The chief financial officer shall ensure that the annual and adjustments 
budgets comply with the requirements of the National Treasury reflect the 
budget priorities determined by the mayor, are aligned with the IDP, and 
comply with all budget-related policies, and shall make recommendations to 
the mayor on the revision of the IDP and the budget-related policies where 
these are indicated. 

(10) The chief financial officer shall make recommendations on the financing of 
the draft capital budget for the ensuing and future financial years, indicating 
the impact of viable alternative financing scenarios on future expenses, and 
specifically commenting on the relative financial merits of internal and 
external financing options. 

(11) The chief financial officer shall ensure that the cost of indigency relief is 
separately reflected in the appropriate votes. 

(12) The chief financial officer shall ensure that the allocations from other organs 
of state are properly reflected in the annual and adjustments budget, and that 
the estimated expenses against such allocations (other than the equitable 
share) are appropriately recorded. 


34.4 Other senior officials 


(1 ) The top management of a municipality's administration consists of- 

(a) the accounting officer; 

(b) the chief financial officer; 

(c) all senior managers who are responsible for managing the respective 
votes of the municipality and to whom powers and duties for this 
purpose have been delegated; and 

(d) any other senior officials designated by the accounting officer. 

(2) The top management must assist the accounting officer in managing and 
coordinating the financial administration of the municipality. 
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35 Monitoring, Evaluation and Reporting 


Responsibilitv 

Timeframe 

Report to 

Report detail 

Accounting 

officer 

1 0 days 
after the end 
of each 
month 

♦ Mayor 

♦ Provincial 
treasury 

Statement in the prescribed format on the state of the 
municipality's budget reflecting the following 
particulars for that month and for the financial year up 
to the end of that month: 

(a) Actual revenue, per revenue source; 

(b) actual borrowings; 

(c) actual expenditure, per vote; 

(d) actual capital expenditure, per vote; 

(e) the amount of any allocations received; 

(f) actual expenditure on those allocations, 
excluding expenditure on- 

(i) its share of the local government 
equitable share: and 

(ii) allocations exempted by the annual 
Division of Revenue Act 

(g) when necessary, an explanation of- 

(i) any material variances from the 
municipality’s projected revenue by 
source, and from the municipality’s 
expenditure projections per vote; 

(ii) any material variances from the 
service delivery and budget 
implementation plan; and 

(iii) any remedial or corrective steps taken 
or to be taken to ensure that projected 
revenue and expenditure remain within 
the municipality's approved budget. 

The statement must include- 

(a) a projection of the relevant municipality’s 
revenue and expenditure for the rest of the 
financial year, and any revisions from initial 
projections; and 

(b) the prescribed information relating to the 
state of the budget of each municipal entity 
as provided to the municipality in terms of 
section 87(10) of the Act. 

The amounts reflected in the statement must in each 
case be compared with the corresponding amounts 
budgeted for in the municipality's approved budget. 

The statement to the provincial treasury must be in 
the format of a signed document and in electronic 
format. 

Accounting 

officer 

25 January 
of each year 

♦ Mayor 

♦ Provincial 
Treasury 

♦ National 
Treasury 

(a) Assess the performance of the municipality 

during the first half of the financial year, 
taking into account- 
ed the monthly statements for the first half 

of the financial year; 

(ii) the municipality's service delivery 

performance during the first half of the 
financial year, and the service delivery 
targets and performance indicators set 
in the service delivery and budget 
implementation plan; 
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Responsibility 

Timeframe 

Report to 

Report detail 




(iii) the past year's annual report, and 
progress on resolving problems 
identified in the annual report: and 

(iv) the performance of every municipal 
entity under the sole or shared control 
of the municipality. 

The accounting officer must, as part of the review - 

(a) make recommendations as to whether an 
adjustments budget is necessary; and 

(b) recommend revised projections for revenue 
and expenditure to the extent that this may be 
necessary. 


36 Implementation 


The Plan and Manage the Budget Policy and Procedure will be implemented and 
adopted after approval thereof by the Council. 


Addenda 


A Budget Evaluation Checklist 
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A 








BUDGET EVALUATION CHECKLIST (PROVIDED BY NATIONAL TREASURY) 


Section 

Item 

Question 

Evidenced By 

Reference 

Answer 

Comments 


0100 

General 






0105 

Does the municipality have municipal 
entities or propose to create them in 
this budget period? (either wholly or 
partly under the control of the 
municipality) 






0200 

Budget preparation process (S.21) 





21 

0205 

Budget process documentation exits 
setting out time frames and 
responsibilities 

Sight existence of any 
budget process 
documentation 




21 

0210 

Includes key deadlines for: 
preparation, tabling and approval of 
the annual budget; and any related 
consultative processes 

Budget process 
documentation must 
include proof the 
documentation was tabled 
regardless of date 




21 

0215 

Includes key deadlines for: annual 
review of IDP; tabling and adoption of 
any amendments; and any related 
consultative processes 




21 

0220 

Includes key deadlines for: annual 
review of budget related policies; 
tabling and adoption of any 
amendments; and any related 
consultative processes 




21 

0225 

Includes Key deadlines for any 
consultative processes forming part of 
the processes for tabling and 
adopting the budget 




21 

0230 

Process documentation was tabled to 
Council 




21 

0235 

Process documentation tabled 10 
months before the start of the budget 
year (31 August) 

Date tabled to be sighted 




21 

0240 

A consultative process is detailed in 
the budget process documentation 

Sight existence of any 
consultative process 




21 

0245 

Incorporates review of national & 
provincial budgets - including sector 

Consultative process must 
include: For a Local - the 
district and all other locals 
in the district. For a 

District - all locals in the 
district 






departments, DoRA, Budyel Forums 



B3 | Page 

21 

0250 

Provides for consultation with other 
municipalities in the region 




21 

0255 

Provides for consultation with the 
relevant provincial treasury 

Consultative process must 
include: 





0300 

Budget timing (S.16,24) 





16 

0305 

Annual budget tabled by 1 April 

Sight date of formal 
agenda item 




24 

0310 

Approval of the annual budget 
considered by 31 May 

Sight date of the formal 
agenda item 
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Introduction 


f Formatted: Bullets and Numbering ) 


^ | Formatted: Bullets and Numbering 

4t 4- 37.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


. Formatted: Bullets and Numbering 

4^ 37.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 


37.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emkahazeni Local Municipality. 
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38 Definitions and abbreviations 


Definitions: 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Municipal Finance Management Act 

“the municipality” means Emakhazeni Municipality 


39 Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative 
policies and procedures relating to indigents of the Emakhazeni Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of indigents. 


40 Scope of Application 


The Policy applies to all indigents within the defined boundaries of Emakhazeni 
Municipality. 


41 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 
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42 Indigent Guidelines 


Formatted: Bullets and Numbering 

6t 4 42.1 Principles 

a) All indigent persons should have access to basic services in terms of the 
South African Constitution. 

b) The level of affordability by Council for the supply of free basic services 
should be determined. 

c) The escalation of debt on accounts of consumers not in a position to pay 
should be prevented. 

d) The level of utilisation of consumer services for people who cannot afford to 
pay should be restricted. 

e) The access of consumers to free basic services should be regulated. 


Formatted: Bullets and Numbering 

fc2 42.2 Criteria 

A debtor is considered indigent if the total household income is R1 200,00 or less 
per month or an amount as determined by Council from time to time. 


Formatted: Bullets and Numbering 

6t 3 42.3 Arrears 

a) The indigent debtor who is in arrears will be required to pay a nominal 
amount to understand that the arrears debt has not been written off. 

b) Until an arrangement to pay arrears debt, interest may be charged on all 
overdue accounts at an interest rate that shall be determined by Council from 
time to time. 


^ . Formatted: Bullets and Numbering 

£4 42.4 Financial implications 

Indigent households will be subsidised in accordance with this policy subject to the 
Council funding available from time to time. 


Formatted: Bullets and Numbering 

&r542J)_Registration 

a) Application 

♦ A debtor should make application for indigent benefits at the Municipal 
Office on a prescribed application form. 

♦ The application form with the relevant documentation (e.g. copy of ID) 
must be submitted to the Municipal Office. 
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♦ Applicants must produce written proof of household income for each 
member of the household indicating unemployment or low income or 
reduction in income and/or medical certificates confirming inability to 
work acceptable to Council. All documentation must be supported by 
a sworn affidavit and should be current (not more than one month old). 

♦ The Municipality must verify the information contained in the 
application form and interview the applicant and household and 
conduct a general investigation to confirm the validity of the 
application. 

b) Approval 

♦ All applications will be submitted to the Chief Financial Officer, who 
will peruse the applications together with the verified information 
attached. 

♦ The Chief Financial Officer will take cognisance of the 
recommendations made by the Municipality’s representatives who 
held interviews with the applicant and make recommendations to the 
Accounting Officer. 

♦ The Accounting Officer has the power to approve/disapprove the 
applications. 


c) Implementation 

♦ The load limiting circuit breaker at the consumer’s property must be 
changed to a 10 Amp circuit breaker. 

♦ Finance Department will be informed in order to update the financial 
system. 


^ [ Formatted: Bullets and Numbering J 

6t€ 42.6 Service levels and tariffs for registered indigents 


f Formatted: Bullets and Numbering 

6t6tT 42.6.1 Electricity 

a) Unclaimed issues cannot be carried forward to a following month. 

b) Requests for prepaid electricity in excess of the free kWh must be purchased 
at the applicable lifeline electricity tariff. 

c) The discount will be shown in the Council’s income statement as “income 
foregone” and recovered from the Equitable Share. 


42.6.2 Water 
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a) The discount will be shown in the Council’s income statement as “income 
foregone” and recovered from the Equitable Share. 


42.6.3 Assessment rates 

a) Registered indigents will receive a contribution equip to 60% discount on the 
payable rebated assessment rates. 


42.6.4 Refuse removal 

a) The discount will be shown in the Council's income statement as “income 
foregone” and recovered from the Equitable Share. 

b) The service standard will be limited to one refuse collection per week. 


42.6.5 Sewerage 

a) The discount will be shown in the Council's income statement as “income 
foregone” and recovered from the Equitable Share. 


43 Roles and Responsibilities 


. Formatted: Bullets and Numbering 

7t4 43.1 Chief Financial Officer: 

The Chief Financial Officer must keep record of: 

a) The detail of all indigents 

b) The monthly amount discounted for indigents 

c) The annual amount to be disclosed in the financial statements 


44 Monitoring, Evaluation and Reporting 


8.1 Finance Department must compile a register of all approved consumers who 
receive indigent benefits. 

8.2 Finance Department must be informed if specific request for the electricity supply to 
be increased above 10 Amp are received as these applicants must be excluded 
from any further indigent support. 
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8.3 All indigent households that have been on the register for six months or more are 
re-evaluated bi-annually by the Communication Officer. 


45 Implementation 


The Indigent Policy will be implemented and adopted after approval thereof by the Council. 


91 | P a g e 




EMAKHAZENI MUNICIPALITY 



TARIFFS POLICY 


92 | P a g e 


TABLE OF CONTENTS 

1 INTRODUCTION 95 

1.1 Vision and value statement 95 

1.2 Vision 95 

1.3 Mission 95 

2 DEFINITIONS AND ABBREVIATIONS 96 

3 PURPOSE OF THE GUIDELINES 96 

4 SCOPE OF APPLICATION 96 

5 LEGISLATIVE FRAMEWORK 97 

6 PRINCIPLES 97 

7 TARIFF POLICY GUIDELINES 99 

7.1 Calculation of tariffs for major services 99 

7.2 Electricity 101 

7.2.1 General 101 

7.2.2 New electricity installations 101 

7.2.3 Termination of supply 102 

7.2.4 Meter readings 102 

7.2.5 Months in which Meter is not Read 103 

7.2.6 Rendering Accounts 103 

7.2.7 Validity of meter reading 103 

7.2.8 Request to Test Accuracy of Meter 104 

7.3 Water 104 

7.3.1 General 104 

7.3.2 Application for a Supply of Water 105 

7.3.3 Special Agreement for Supply of Water 105 

7.3.4 Termination of Agreement for Supply of Water 105 

7.3.5 Payment of Deposit 106 

7.3.6 Provisions of Communication / Connection Pipe 106 

7.3.7 Cutting-off or Restricting of Supply 106 


93 | P a g e 


7.3.8 Metering of Water Supplied to a Consumer 107 

7.3.9 Quantity of Water Supplied to a Consumer 108 

7.3.10 Payment of Water Supplied 108 

7.3.11 Defective Meters 109 

7.3.12 Recovery of Account 109 

7.4 Refuse removal 109 

7.5 Sewerage 110 


7.6 Regional levies Error! Bookmark not defined. 

7.6.1 New Registrations Error! Bookmark not defined. 

7.6.2 Non Registered Enterprises Error! Bookmark not defined. 

7.6.3 Monthly Accounts Error! Bookmark not defined. 

7.6.4 Deregistration Error! Bookmark not defined. 

7.6.5 Update of Information Error! Bookmark not defined. 


7.7 Minor tariffs Ill 

8 ROLES AND RESPONSIBILITIES 112 

9 MONITORING, EVALUATION AND REPORTING 1 1 3 

10 IMPLEMENTATION 113 


94 | P a g e 



Introduction 


f Formatted: Bullets and Numbering ) 


46.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


46.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

46.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emkahazeni Local Municipality. 
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47 Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Act 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Municipal Finance Management Act 

“the municipality” means Emakhazeni Municipality 

“tariff” means a tariff for services which the Municipality may set for the provision of a 
service t o the local community and includes a surcharge on such tariff: 


48 Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative 
policies and procedures relating to tariffs of the Emakhazeni Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of tariffs. 


49 Scope of Application 


The Policy applies to all tariffs charged within the defined boundaries of 
Emakhazeni Municipality. 
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50 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 (Act 1 of 1999) 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 (Act 56 of 2003) 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


51 Principles 


6.1 Service tariffs imposed by the Municipality shall be viewed as usage charges and 
shall not be viewed as taxes, and therefore the ability of the relevant consumer or 
user of the services to which such tariffs relate, shall not be considered as a 
relevant criterion (except in the case of the indigency relief measures approved by 
the municipality from time to time). 

6.2 The Municipality shall ensure that its tariffs are uniformly and fairly applied 
throughout the municipal region. 

6.3 Tariffs for the four major services rendered by the municipality, namely: 

♦ electricity 

♦ water 

♦ sewerage (waste water) 

♦ refuse removal (solid waste), 

shall as far as possible recover the expenses associated with the rendering of each 
service concerned. The tariff which a particular consumer or user pays shall 
therefore be directly related to the standard of service received and the quantity of 
the particular service used or consumed. 

6.4 The Municipality shall, as far as circumstances reasonably permit, ensure that the 
tariffs levied in respect of the foregoing services further generate an operating 
surplus each financial year of 10% or such lesser percentage as the council of the 
Municipality may determine at the time that the annual operating budget is 
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approved. Such surpluses shall be applied in relief of property rates and for the 
partial financing of general services or for the future capital expansion of the service 
concerned, or both. The modesty of such surplus shall prevent the service tariffs 
concerned from being viewed as concealed taxes. 

6.5 The Municipality shall develop, approve and at least annually review an indigency 
support programme for the municipal area. This programme shall set out clearly 
the municipality’s cost recovery policy in respect of the tariffs which it levies on 
registered indigents, and the implications of such policy for the tariffs which it 
imposes on other users and consumers in the municipal region. 

6.6 In line with the principles embodied in the Constitution and in other legislation 
pertaining to local government, the Municipality may differentiate between different 
categories of users and consumers in regard to the tariffs which it levies. Such 
differentiation shall, however, at all times be reasonable, and shall be fully disclosed 
in each annual budget. 

6.7 The Municipality’s tariff policy shall be transparent, and the extent to which there is 
cross-subsidisation between categories of consumers or users shall be evident to 
all consumers or users of the service in question. 

6.8 The Municipality further undertakes to ensure that its tariffs shall be easily 
explainable and understood by all consumers and users affected by the tariff policy 
concerned. 

6.9 The Municipality also undertakes to render its services cost effectively in order to 
ensure the best possible cost of service delivery. 

6.10 In the case of directly measurable services, namely electricity and water, the 
consumption of such services shall be properly metered by the Municipality, and 
meters shall be read, wherever circumstances reasonably permit, on a monthly 
basis. The charges levied on consumers shall be proportionate to the quantity of 
the service which they consume. 

6.11 In addition, the Municipality shall levy monthly availability charges for the services 
concerned, and these charges shall be fixed for each type of property as 
determined in accordance with the detailed policies set out below. Generally, 
consumers of water and electricity shall therefore pay two charges: one, relatively 
minor, which is unrelated to the volume of consumption and is levied because of the 
availability of the service concerned; and another directly related to the consumption 
of the service in question. 

6.12 In considering the costing of its water, electricity and sewerage services, the 
Municipality shall take due cognisance of the high capital cost of establishing and 
expanding such services, and of the resultant high fixed costs, as opposed to 
variable costs of operating these services. The Municipality therefore undertakes to 
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plan the management and expansion of the services carefully in order to ensure 
that both current and reasonably expected future demands are adequately catered 
for, and that demand levels which fluctuate significantly over shorter periods are 
also met. This may mean that the services operate at less than full capacity at 
various periods, and the costs of such surplus capacity must also be covered in the 
tariffs which are annually levied. 

6.13 In adopting what is fundamentally a two-part tariff structure, namely a fixed 
availability charge coupled with a charge based on consumption, the Municipality 
believes that it is properly attending to the demands which both future expansion 
and variable demand cycles and other fluctuations will make on service delivery. 

6.14 It is therefore accepted that part of the Municipality’s tariff policy for electricity 
services will be to ensure that those consumers who are mainly responsible for 
peak demand, and therefore for the incurring by the municipality of the associated 
demand charges from Eskom, will have to bear the costs associated with these 
charges. To this end the municipality shall therefore install demand meters to 
measure the maximum demand of such consumers during certain periods. Such 
consumers shall therefore pay the relevant demand charge as well as a service 
charge directly related to their actual consumption of electricity during the relevant 
metering period. 


52 Tariff Policy Guidelines 


52.1 Calculation of tariffs for major services 

In order to determine the tariffs which must be charged for the supply of the four 
major services, the Municipality shall identify all the costs of operation of the 
undertakings concerned, including specifically the following: 

a) Cost of bulk purchases in the case of water and electricity. 

b) Distribution costs. 

c) Distribution losses in the case of electricity and water. 

d) Depreciation expenses. 

e) Maintenance of infrastructure and other fixed assets. 

f) Administration and service costs, including: 

♦ service charges levied by other departments such as finance, human 
resources and legal services; 

♦ reasonable general overheads, such as the costs associated with the 
office of the accounting officer; 

♦ adequate contributions to the provisions for bad debts and 
obsolescence of stock; 
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♦ all other ordinary operating expenses associated with the service 
concerned including, in the case of the electricity service, the cost of 
providing street lighting in the municipal area (note: the costs of the 
democratic process in the municipality - that is, all expenses 
associated with the political structures of the municipality - shall form 
part of the expenses to be financed from property rates and general 
revenues, and shall not be included in the costing of the major 
services of the municipality). 

g) The intended surplus to be generated for the financial year, such surplus to 
be applied: 

♦ as an appropriation to capital reserves; and/or 

♦ generally in relief of rates and general services. 

h) The cost of approved indigency relief measures. 


The Municipality shall provide the first 30kWh of electricity per month and the 
first 6 kl of water per month free of charge to all residential consumers. 
Consumers, who have registered as indigents in terms of the Municipality’s 
indigency relief programme, shall be provided with the first 50kWh of 
electricity and the first 6 kl of water, including the basic amount, per month 
free of charge. The Municipality shall further consider relief in respect of the 
tariffs for sewerage and refuse removal for such registered indigents to the 
extent that the council deems such relief affordable in terms of each annual 
budget, but on the understanding that such relief shall not be less than the 
basic amount on the monthly amount billed for the service concerned. 


Because water is a scarce national resource, and the municipality is 
committed to the prudent conservation of such resources, the tariff levied for 
domestic consumption of water shall escalate according to the volume of 
water consumed. The tariff for domestic consumption shall be based on 
monthly consumption of up to 6 kl, more than 6 kl but not more than 14 kl, 
more than 14 kl but not more than 24 kl, more than 24 kl but not more than 
34 kl, and more than 34 kl. Tariffs for non-domestic consumption shall be 
based on monthly consumption of 0 kl up to 20 kl, more than 20 kl but not 
more than 30 kl, more than 30 kl but not more than 40 kl, more than 40 kl but 
not more than 50 kl, and more than 50 kl. 

[Tariffs for pre-paid meters shall be the same as the ordinary consumption 
tariffs levied on the category of consumer concerned, but no availability 
charge shall be levied on properties where pre-paid meters have been 
installed. This distinction is made in recognition of the financial advantages 
which pre-paid metering entails for the services in question. 


Comment [Jl]: We need to look at 
this tariff - not the same as other tariffs 
to make provision for infrastructure 
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52.2 


Electricity 


52.2.1 General 

The various categories of electricity consumers, as set out below, shall be charged 

at the applicable tariffs, as approved by the council in each annual budget. 

Tariff adjustments shall be effective from 1 July each year or as soon as possible 

thereafter. 

Categories of consumption and charges shall be as follows: 

a) With the single exception of registered indigents, all electricity consumers 
shall be billed for their electricity consumption at the tariff applicable to the 
category in which the particular consumer falls. 

b) All domestic electricity consumers of the municipality who are registered as 
indigents with the municipality shall receive free the first 50kWh (fifty) of 
electricity consumed per month. 

c) All domestic electricity consumers other than registered indigents and 
consumers using prepaid meters per month shall additionally be billed a 
basic charge per meter installed. 

d) All commercial, industrial and other non-domestic properties shall additionally 
be billed a monthly basic charge per meter installed and, where applicable, a 
demand charge appropriate to their respective levels of consumption. 

e) The local municipality’s departmental electricity consumption shall be 
charged at cost. 


52.2.2 New electricity installations 

Per written authorisation of the Technical Services Manager, a new electricity 
installation shall be installed, or permitted to be installed, in any premises within the 
area of supply and connected to the Council’s supply mains. 

Application for such authority shall be lodged with the Technical Service 
Department, via an application form obtainable from the Cashiers at the 
Municipality’s offices. 

The Council shall not be liable for any loss or damage, direct or consequential, due 
to or arising from any interruption, diminution or discontinuance of the supply of 
electricity or any temporary increase or surge therein, occasioned by a strike, 
blackout, war, Act of God, legislative action or embargo or any other cause beyond 
the Council’s control or by any fault occurring in the machinery, supply or service 
mains or other apparatus of the Council or by the rectification of any such fault. 
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The consumer is deemed to hold the Council indemnified against any action, claim, 
expense or demand arising from or in connection with any of the matters aforesaid. 

The Technical Service Department may without notice, interrupt the supply of 
electricity to any premises for the purpose of carrying out emergency repairs to the 
supply or service mains. 


52.2.3 Termination of supply 

Unless an application for the continuance of the supply to such premises has been 
lodged with the Chief Financial Officer, the Engineer shall be entitled to disconnect 
the supply to the premises. 

A consumer who has given notice of termination of supply may claim a refund of the 
amount deposited by him, or the residual amount after the deduction of any amount 
owing by him for electricity supplied or services rendered. 

The Chief Financial Officer shall make payment of the amount due within 30 days 
from the date of the receipt of any such claim. 

The deposit shall be forfeited to the Council where no claim for a refund of the 
amount deposited is made: 

♦ Within 30 days of the date of the termination of the supply, and no interest 
shall accrue after the expiration of such period; or 

♦ If a claim is made after the expiration of 30 days from the date of termination 
of supply, the Chief Financial Officer may in his absolute discretion, refund 
such amount. 


52.2.4 Meter readings 

Meters should be read, as far as practical, at intervals as determined by the policy. 

Electricity consumed between meter readings will be deemed to be consumed 
evenly between such meter reading dates. 

Final readings: No reduction of or addition to the prescribed monthly fixed or 
minimum charges will be made, unless the date of reading is at least five days 
before or after a full period of one month or a multiple thereof, from the previous 
reading. 

Where a meter is read less than or more than one month after the commencement 
of an account, or where an account is terminated less than or more than one month 
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or a multiple thereof after the preceding reading of the meter, the monthly fixed or 
minimum charge will be proportioned accordingly. For the purpose of assessing 
fixed or minimum charges ‘one month’ shall be regarded as 30 days. 


52.2.5 Months in which Meter is not Read 

An account for a provisional sum for electricity should be rendered. The provisional 
sum shall be assessed with due regard, wherever possible, to the average monthly 
value of fixed or minimum charges and electricity consumed upon the premises 
served by the meter and to any tariff changes that may have occurred. 

Where there has been no previous consumption, the Chief Financial Officer may 
determine the amount of the said provisional sum by reference to such consumption 
on other similar premises as he considers would constitute a reasonable guide. 


52.2.6 Rendering Accounts 

As far as practical, monthly accounts that are to be paid within 10 working days 
from the date of the account, should be rendered. 

Where a consumer fails to pay the account within the specified period, the Engineer 
or the Chief Financial Officer may cut off the supply according to the Credit Control 
Policy 

A consumer whose supply of electricity has been disconnected in terms of this 
section shall not be entitled to be reconnected to the Council’s supply mains until 
the conditions as stipulated in the Credit Control Policy have been achieved. 

Electricity supplies are disconnected when a consumer’s account is in arrears. 
Thereafter, a final demand is issued. Failure to respond will result in debt collection 
procedures being followed according to the Credit Control Policy. 


52.2.7 Validity of meter reading 

The record given by any meter installed on any premises by the Council shall be 
conclusive proof of the quantity of electricity consumed, subject to following: 

Where a meter is tested and found to be more than 2,5% inaccurate, the Chief 
Financial Officer shall correct the consumer’s account to conform to the results of 
the test and shall refund the consumer any amount paid by him in excess of the 
amount due. However no such adjustment shall be made in respect of any period 
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prior to the last metered period for which an account is rendered to the consumer, 
unless the consumer is able to establish to the satisfaction of the Technical Service 
Department, that the meter was inaccurate during such prior period. 


52.2.8 Request to Test Accuracy of Meter 

Per the request of any consumer and upon the payment of the fee prescribed, the 
Technical Service Department shall test the accuracy of any meter installed by the 
Council. 

Where any such test is carried out at the request of the consumer, the fee paid by 
him shall be refunded if the meter is found to be more than 2.5% inaccurate. 


52.3 Water 


52.3.1 General 

The categories of water consumers as set out below shall be charged at the 
applicable tariffs, as approved by the council in each annual budget. 

Tariff adjustments shall be effective from 1 July each year. 

Categories of consumption and charges shall be: 

a) All consumers shall receive free the first 6 kl (six) of water consumed per 
month while consumers registered as indigents with the municipality shall 
receive free the first 6 kl (six) of water, including the basic amount. 

b) All domestic consumers shall be charged for actual water consumption at a 
stepped tariff per kl as determined by the council from time to time. 

c) Th e tar i ff app li cab le to dom e st i c consumpt i on of wat e r sha ll not e xc ee d 75% p e r Formatted : Buiiets and Numbering 

k l of th e tar i ff app li cab le to oth e r consum e rs. A ll oth e r consum e rs, i nc l ud i ng 

bus i n e ss e s, i ndustr ie s and i nst i tut i ona l consum e rs, sha ll pay th e st e pp e d 

tar i ff p e r k l as d e t e rm i n e d by th e counc il from t i m e to t i m e . 
eh c) A basic charge per water meter, as determined by the council from time to 
time, shall be charged on all water consumers, except registered indigents 
and consumers using prepaid meters. 

e kf) The local municipality’s departmental water consumption shall be charged at 
cost. 
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52.3.2 Application for a Supply of Water 


An application for the supply of water must be made to the Council on a prescribed 
form together with a copy of the applicant’s identity document. Until the application 
has been granted, no persons shall have access to water from the water supply 
system. 

The prescribed form mentioned above may contain such conditions as the Council 
deems fit. 

An application granted by the Council shall constitute an agreement between the 
Council and the applicant. Such agreement shall take effect on the date referred to 
or stipulated therein. 

A consumer shall be liable for all the conditions prescribed in the application form, in 
respect of the supply of water granted to him until the agreement has been 
terminated. 


52.3.3 Special Agreement for Supply of Water 

The Council may enter into a special agreement for the supply of water to: 

a) An applicant in its area of jurisdiction; 

b) The supply necessitates the imposition of conditions not contained in the 
prescribed form; or 

c) An applicant outside its area of jurisdiction. 


52.3.4 Termination of Agreement for Supply of Water 

A consumer may terminate the agreement by giving the Council, not less than 5 
working days notice in writing, of his intention to do so. 

The Chief Financial Officer may by notice in writing of not less than 5 working days, 
advise a consumer of the Council’s intention to terminate his agreement for the 
supply of water, if: 

a) He has not consumed any water in the preceding 6 months and has not 
made satisfactory arrangements with the Council, for the continuation of his 
agreement; 

b) He has committed a breach of the bylaws of the Council and has failed to 
rectify such a breach; 

c) The Council cannot continue to supply him with water; and 

d) In terms of an arrangement with another local water supplier, such authority 
shall supply water to the consumer. 
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The Council may without notice, terminate an agreement for supply if a consumer 
has vacated the premises to which such agreement relates. 


52.3.5 Payment of Deposit 

The Chief Financial Officer may require an applicant to deposit with him a sum of 
money for water. Alternatively the Chief Financial Officer may on written application 
by a consumer, accept from him a guarantee to his satisfaction in lieu of the sum of 
money. 

The deposit paid or the guarantee provided by the consumer shall not be regarded 
as payment of a current account due for the supply of water. 

Upon termination of an agreement, if there is any amount outstanding in respect of 
supply to the consumer, the Chief Financial Officer may: 

a) Apply the deposit in payment or part payment of the amount and refund any 
balance to the consumer; or 

b) Recover the amount in terms of the guarantee. 

An agreement referred to above may contain a condition that upon termination of 
the agreement, a deposit will be forfeited to the Council if it is not claimed within 30 
days of the termination. 


52.3.6 Provisions of Communication / Connection Pipe 

Once an application for a supply of water in respect of a premise has been granted 
and no communication pipe exists in respect of the premises, the owner shall make 
an application on the prescribed form and pay the prescribed charge, for the 
installation of the abovementioned pipe. 

If an application is made for a supply of water to premises, which necessitates the 
extension of the water supply system, the Chief Financial Officer may agree to the 
extension subject to conditions as he may impose. 


52.3.7 Cutting-off or Restricting of Supply 

The Council may cut off (business consumers) or restrict (residential consumers) 
the supply of water, if a consumer has: 

a) Failed to pay a sum due to it in terms of its bylaws subject to the 
requirements of the Credit Control and Debt Collection Policy; 
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b) Committed a breach of its bylaws and has failed to rectify such breach within 
the period specified in a written notice served on him, requiring him to do so; 
and 

c) By written notice, inform him of its intention to cut off or restrict his supply on 
a specified date and it may on or after that date so cut off or restrict such 
supply. 

The consumer shall pay: 

a) The prescribed charge for the cutting off or restricting of his water supply; 
and 

b) The prescribed charge for restoration of the water supply. 

Provided that, in the case of a cutting off or restriction, the prescribed charges 
required, as mentioned above, must be paid prior to the restoration of the water 
supply or alternate arrangements have been agreed upon as per the Credit Control 
Policy conditions. 

The Chief Financial Officer may at the written request of a consumer: 

a) Turn off the supply of water to his premises; and 

b) Reinstate the supply on the dates requested by him. The consumer shall 
prior to the reinstatement of his water supply; pay the prescribed charge for 
the turning-off of his water supply and for its reinstatement. 

The Technical Service Manager may disconnect a water installation from the 
communication pipe and remove it if: 

a) The agreement for supply has been terminated, and no further application 
has been received within a period of 90 days of such termination; or 

b) The building on the premises concerned has been demolished. 


52.3.8 Metering of Water Supplied to a Consumer 

A meter may not be used in the case of: 

a) An automatic sprinkler installation; 

b) A fire installation in respect of which steps have been taken to detect 
unauthorised draw-off of water for purposes other than fire fighting; and 

c) A special circumstance at the Chief Financial Officer’s discretion. 

The meter mentioned above shall be provided and installed by the Council. It shall 
remain the property of the Council and may be changed by it when deemed 
necessary. 
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52.3.9 Quantity of Water Supplied to a Consumer 


For the purpose of assessing the quantity of water supplied through a meter to a 
consumer over a specified period, it shall be deemed, unless the contrary can be 
proved, that: 

a) Such quantity is represented by the difference between readings of the meter 
taken at the beginning and end of a period; 

b) The meter was registered correctly during the period; and 

c) The entries in the records of the Council were correctly processed. 

Provided that if water is supplied to or taken by, a consumer without passing 
through a meter, the estimate by the Chief Financial Officer of the quantity of such 
water, shall be deemed to be correct. 


52.3.10 Payment of Water Supplied 

All water supplied by the Council shall be paid for by the consumer at the prescribed 
charge for that particular category of use for which the supply was granted. 

A consumer shall pay for all water supplied to him from the date of agreement, until 
the date of termination thereof. 

The Chief Financial Officer may estimate a quantity of water supplied in respect of a 
period or periods within the interval between actual successive readings of the 
meter, and may render an account to a consumer for the quantity of water so 
estimated, to have been supplied to him during each period. 

The amount of an account rendered for water supplied to a consumer, shall become 
due and payable on the due date stipulated in the account. 

If a consumer is dissatisfied with an account rendered for water supplied to him by 
the Council, he may prior to the date stipulated therein, object in writing to the 
account detailing his reasons for such dissatisfaction. 

However the lodging of an objection shall not entitle a consumer to defer payment, 
except with the written consent of the Chief Financial Officer. 

Should a consumer use water for uses other than which it was being supplied for, 
he shall be liable for the amount due to the Council in respect of: 

a) Quantity of water which in its opinion he has consumed and for which he has 
not been charged; and 

b) The difference between the cost of the water used by him at the rate at which 
he has been charged, and the cost of the water at the rate at which he 
should have been charged. 
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If amendments to the prescribed charges for water supplied become operative on a 
date between meter readings it shall be deemed, for the purpose of rendering an 
account in respect of the charges that the same quantity of water was supplied in 
each period of 24 hours during the interval between the meter readings. 

A consumer shall not under any circumstances be entitled to a reduction of the 
amount payable for water supplied to him except for leaks arising from faulty 
connection to water supply. 


52.3.11 Defective Meters 

A consumer must make an application on the prescribed form, against payment of 
the prescribed charge for the meter to be tested if found defective. 

The prescribed charge may be refunded if the meter is found to be defective. 

The account of a consumer, who has been charged for water supplied through a 
defective meter, shall be adjusted over the period determined by the Chief Financial 
Officer. 


52.3.12 Recovery of Account 

The Municipality: 

a) Shall collect all monies that are due and payable to it, subject to the Local 
Government Municipal Systems Act and any other applicable legislation; and 

b) For this purpose, shall adopt, maintain and implement a credit control and 
debt collection policy, which is consistent with its Rates and Tariff Policies 
and complies with the provisions of the Local Government Municipal 
Systems Act, 2000. 


52.4 Refuse removal 

The categories of refuse removal users as set out below shall be charged at the 
applicable tariffs, as approved by the council in each annual budget. 

Tariff adjustments shall be effective from 1 July each year. 

A separate fixed monthly refuse removal charge shall apply to each of the following 
categories of users, based on the costs of the service concerned: 
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a) Domestic and other users 

b) Business and other users 

Registered indigents shall receive a 100% discount on the basic charge and if the 
service is more than the basic amount, the full amount exceeding the basic amount, 
is payable. 

A fixed monthly charge shall be charged to the local municipality’s departments 
equal to the lowest (domestic) tariff. 


52.5 Sewerage 

The categories of sewerage users as set out below shall be charged per month at 

the applicable tariff as approved by the council in each annual budget. 

Tariff adjustments will be effective from 1 July each year. 

Categories of usage and charges shall be: 

a) A basic (availability) charge per month shall be charged for undeveloped 
erven, irrespective of their permitted or intended use. 

b) A fixed monthly charge based on the costs of the service shall be charged for 
domestic users. Registered indigents shall receive a 100% discount on the 
basic charge and if the service is more than the basic amount, the full 
amount exceeding the basic amount, is payable. 

c) A fixed monthly charge based on the costs of the service per sewer 
point/toilet shall be charged to all businesses, industries and institutional 
users. 

d) A fixed monthly charge per sewer point/toilet shall be charged to the local 
municipality’s departments equal to the lowest (domestic) tariff. 
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52.6 Minor tariffs 


All minor tariffs shall be standardised within the municipal region. 


All minor tariffs shall be approved by the council in each annual budget, and shall, 
when deemed appropriate by the council, be subsidised by property rates and 
general revenues, particularly when the tariffs will prove uneconomical when 
charged to cover the cost of the service concerned, or when the cost cannot 
accurately be determined, or when the tariff is designed purely to regulate rather 
than finance the use of the particular service or amenity. 


All minor tariffs over which the municipality has full control, and which are not 
directly related to the cost of a particular service, shall annually be adjusted at least 
in line with the prevailing consumer price index, unless there are compelling 
reasons why such adjustment should not be effected. 

[The following services shall be considered as subsidised services, and the tariffs 
levied shall cover 50% or as near as possible to 50% of the annual operating 
expenses budgeted for the service concerned:! 

♦ burials and cemeteries 

♦ rentals for the use of municipal sports facilities 


Comment [J2]: Not currently the case 
- look at this 


The following services shall be considered as community services, and no tariffs 
shall be levied for their use: 


♦ municipal museum and art gallery 

♦ disposal of garden refuse at the municipal tip site for residents 

♦ municipal parks and open spaces. 

The following services shall be considered as economic services, and the tariffs 
levied shall cover 100% or as near as possible to 100% of the budgeted annual 
operating expenses of the service concerned: 

♦ municipal botanical garden 

♦ disposal of all refuse at the municipal tip site for non-residents 

♦ municipal lending library 

♦ municipal reference library 

♦ municipal swimming pool 

♦ maintenance of graves and garden of remembrance (cremations) 

♦ housing rentals 

♦ rentals for the use of municipal halls and other premises (subject to the 
proviso set out below) 

♦ building plan fees 

♦ cleaning of stands 
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♦ electricity, water, sewerage: new connection fees 

♦ sales of plants 

♦ photostat copies, faxes and printouts 

♦ clearance certificates. 

The following charges and tariffs shall be considered as regulatory or punitive, and 
shall be determined as appropriate in each annual budget: 

♦ fines for lost or overdue library books 

♦ advertising sign fees 

♦ pound fees 

♦ electricity, water: disconnection and reconnection fees 

♦ penalty and other charges imposed in terms of the approved policy on credit 
control and debt collection 

♦ penalty charges for the submission of dishonoured, stale or otherwise 
unacceptable cheques. 

Market-related rentals shall be levied for the lease of municipal properties. 

In the case of rentals for the use of municipal halls and premises, if the accounting 
officer is satisfied that the halls or premises are required for non-profit making 
purposes arid for the provision of a service to the community, the accounting officer 
may waive 50% of the applicable rental. 

The accounting officer shall determine whether an indemnity or guarantee must in 
each instance be lodged for the rental of municipal halls, premises and sports fields, 
and in so determining shall be guided by the likelihood of the municipality’s 
sustaining damages as a result of the use of the facilities concerned. 


53 Roles and Responsibilities 


The accounting officer of a municipality is responsible for managing the financial 
administration of the municipality, and must for this purpose take all reasonable 
steps to ensure that the municipality has and implements a tariff policy referred to in 
section 74 of the Municipal Systems Act. 

A municipal council must adopt and implement a tariff policy on the levying of fees 
for municipal services provided by the municipality itself or by way of service 
delivery agreements, and which complies with the provisions of the Municipal 
Systems Act and with any other applicable legislation. 
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54 Monitoring, Evaluation and Reporting 


When an annual budget is tabled in terms of section 16(2) of the Municipal Finance 
Management Act, it must be accompanied by the draft resolutions imposing any 
municipal tax and setting any municipal tariffs as may be required for the budget 
year. 

Municipal tax and tariffs may not be increased during a financial year except when 
required in terms of a financial recovery plan. 


55 Implementation 


The tariff Policy will be implemented and adopted after approval thereof by the 
Council. 
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Introduction 


f Formatted: Bullets and Numbering ) 


56.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


56.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

56.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emakhazeni Local Municipality. 
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57 Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Municipal Finance Management Act 


“owner” — 

(a) in relation to a property referred to in paragraph (a) of the definition of “property”, 
means a person in whose name ownership of the property is registered; 

(b) in relation to a right referred to in paragraph (b) of the definition of “property”, 
means a person in whose name the right is registered; 

(c) in relation to a land tenure right referred to in paragraph (c) of the definition of 
“property”, means a person in whose name the right is registered or to whom it was 
granted in terms of legislation; or 

(d) in relation to public service infrastructure referred to in paragraph (d) of the 
definition of “property”, means the organ of state which owns or controls that public 
service infrastructure as envisaged in the definition of “publicly controlled”, provided 
that a person mentioned below may for the purposes of this Property Rates Act be 
regarded by a municipality as the owner of a property in the following cases: 

(i) A trustee, in the case of a property in a trust excluding state trust land; 

(ii) an executor or administrator, in the case of a property in a deceased estate; 

(iii) a trustee or liquidator, in the case of a property in an insolvent estate or in 
liquidation; 

(iv) a judicial manager, in the case of a property in the estate of a person under 
judicial management; 

(v) a curator, in the case of a property in the estate of a person under 
curatorship; 

(vi) a person in whose name a usufruct or other personal servitude is registered, 
in the case of a property that is subject to a usufruct or other personal 
servitude; 

(vii) a lessee, in the case of a property that is registered in the name of a 
municipality and is leased by it; or 

(viii) a buyer, in the case of a property that was sold by a municipality and of 

which possession was given to the buyer pending registration of ownership in 
the name of the buyer. 

“property” means — 

(a) immovable property registered in the name of a person, including, in the case of a 
sectional title scheme, a sectional title unit registered in the name of a person; 

(b) a right registered against immovable property in the name of a person, excluding a 
mortgage bond registered against the property; 

(c) a land tenure right registered in the name of a person or granted to a person in 
terms of legislation; or 

(d) public service infrastructure. 
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“property rates” are taxes on the ownership of property (land and buildings) based on the 
market value of the property used to fund various services provided by municipalities and 
paid by owners of all kinds of real property, including commercial, industrial, residential, 
agricultural, and governmental property. 

“rebate”, in relation to a rate payable on a property, means a discount granted on the 
amount of the rate payable on the property. 

“reduction”, in relation to a rate payable on a property, means the lowering of the amount 
for which the property was valued and the rating of the property at that lower amount. 

“the municipality” means Emakhazeni Municipality 


58 Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative 
policies and procedures relating to rates of the Emakhazeni Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of rates. 


59 Scope of Application 


The Policy applies to all property owners within the defined boundaries of 
Emakhazeni Municipality. 


60 Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 (Act 1 of 1999) 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 (Act 56 of 2003) 

♦ Local Government Municipal Property Rates Act, 2004 (Act 6 of 2004) 
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Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


61 Principles 


In developing and adopting this rates policy, the council has sought to give effect to 
the sentiments expressed in the preamble of the Property Rates Act, namely that: 

• the Constitution enjoins local government to be developmental in nature, in 
addressing the service delivery priorities of our country and promoting the 
economic and financial viability of our municipalities; 

• there is a need to provide local government with access to a sufficient and 
buoyant source of revenue necessary to fulfill its developmental 
responsibilities; 

• revenues derived from property rates represent a critical source of income for 
municipalities to achieve their constitutional objectives, especially in areas 
neglected in the past because of racially discriminatory legislation and 
practices; and 

• it is essential that municipalities exercise their power to impose rates within a 
statutory framework which enhances certainty, uniformity and simplicity 
across the nation, and which takes account of historical imbalances and the 
burden of rates on the poor. 

In applying its rates policy, the council shall adhere to all the requirements of the 
Property Rates Act no. 6 of 2004 including any regulations promulgated in terms of 
that Act. 


62 Rate Policy Guidelines 


62.1 Imposition of rates 

The council shall as part of each annual operating budget component impose a rate 
in the rand on the market value of all rateable property as recorded in the 
municipality’s valuation roll and supplementary valuation roll. Rateable property 
shall include any rights registered against such property, with the exception of a 
mortgage bond. 

The council pledges itself to limit each annual increase as far as practicable to the 
increase in the consumer price index over the period preceding the financial year to 
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which the increase relates, except when the approved integrated development plan 
of the municipality provides for a greater increase. 

The council shall, in imposing the rate for each financial year, take proper 
cognisance of the aggregate burden of rates and service charges on representative 
property owners, in the various categories of property ownership, and of the extent 
to which this burden is or remains competitive with the comparable burden in other 
municipalities within the local economic region. 

The council shall further, in imposing the rate for each financial year, strive to 
ensure that the aggregate budgeted revenues from property rates, less revenues 
forgone and less any contributions to the provision for bad debts, equal at least 25% 
(twenty five percent) of the municipality’s aggregate budgeted net revenues for the 
financial year concerned. By doing so, the municipality will ensure that its revenue 
base and the collectability of its revenues remain sound. 


62.2 Exemptions, rebates and reductions on rates 


In imposing the rate in the rand for each annual operating budget component, the 
council shall grant the following exemptions, rebates and reductions to the 
categories of properties and categories of owners indicated below, but the council 
reserves the right to amend these exemptions, rebates and reductions if the 
circumstances of a particular annual budget so dictate. 

In determining whether a property forms part of a particular category indicated 
below, the municipality shall have regard to the actual use to which the relevant 
property is put. In the case of vacant land not specifically included in any of the 
categories indicated below, the permitted use of the property shall determine into 
which category it falls. 


Property category 

Exemption, rebate and 
reduction on rates 

Residential properties or properties of any category used for multiple 
purposes where the residential component represents on average 
90% or more of the property’s actual use 

40% 

Industrial properties 

NONE 

Business and commercial properties 

NONE 

Farm properties: residential component 

40% 

Farm properties: business and commercial component 

NONE 

Farm properties: agricultural component 

50% 

Farm properties: used for no purpose 

NONE 

Smallholdings: residential component 

40% 

Smallholdings: business and commercial component 

NONE 

Smallholdings: industrial component 

NONE 

Smallholdings: agricultural component 

50% 

State-owned properties: residential 

40% 

State-owned properties: public service infrastructure 

30% 
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Property category 

Exemption, rebate and 
reduction on rates 

State-owned properties: other 

NONE 

Municipal properties: residential 

40% 

Municipal properties: public service infrastructure 

30% 

Municipal properties: other 

NONE 

Formal and informal settlements: all properties with a rateable value 
of up to R30 000 

60% 

Formal and informal settlements: all properties with a rateable value of 
R30 000 or more 

50% 

Communal land 

50% 

State trust land 

50% 

Protected areas 

100% 

Properties on which national monuments are situated, and where no 
business or commercial activities are conducted in respect of such 
monuments 

100% 

Properties on which national monuments are situated, but where 
business or commercial activities are conducted in respect of such 
monuments 

40% 

Properties owned by public benefit organisations and used to further 
the objectives of such organisations 

100% 

Properties belonging to a land reform beneficiary or his or her heirs for 
the first 10 years after the registration of the title in the office of the 
Registrar of Deeds 

100% 

Property registered in the name of and used primarily as a place of 
worship by a religious community, including an official residence 

100% 


NOTE: In addition to the foregoing, the first R15 000 of the market value of all 
residential properties and of all properties used for multiple purposes, provided one 
or more components of such properties are used for residential purposes, is exempt 
from the payment of rates in terms of Section 1 7(1 )(h) of the Property Rates Act. 

Municipal properties shall include properties owned by municipal entities. 

Properties used for multiple purposes, other than those referred to under residential 
properties above, shall be rated on the value assigned to each component, and 
shall receive the rebate applicable to such component. Where one component on 
average represents 90% or more of the property’s actual use, such property shall 
be rated as though it were used for that use only. 
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The following categories of owners of residential properties shall additionally receive 
the following rebates on the rates due in respect of such properties after deducting 
the rebate applicable to residential properties: 


Classification 

Rebate 

Property owners who are both the permanent occupants 
and the sole owners of the property concerned and who are 
registered indigents in terms of the municipality’s indigency 
management policy 

1 00% of the rates based on the 
rateable value up to R30 000 and 
75% of the rates based on the 
rateable value above R30 000 

Property owners who are over 60 years of age, who are 
both the permanent occupants and the sole owners of the 
property concerned and whose aggregate household 
income is proved to the satisfaction of the accounting officer 
not to exceed R2 500 per month, or such other amount as 
the council may from time to time determine 

1 00% of the rates based on the 
rateable value up to R30 000, 50% 
of the rates based on the rateable 
value above R30 000 but below 
R100 000, and 40% of the rates 
based on the rateable value above 
R100 000 

Owners of properties being developed for approved 
commercial or industrial usage 

80% of the rates based on the 
rateable value until the 
development is completed, 60% of 
the rates based on the rateable 
value for the municipality’s 
financial year or part thereof 
immediately following the 
completion of the development, 
and 40% of the rates based on the 
rateable value for each of the two 
ensuing years 


The council grants the above rebates in recognition of the following factors: 

♦ The inability of residential property owners to pass on the burden of rates, as 
opposed to the ability of the owners of business, commercial, industrial and 
certain other properties to recover such rates as part of the expenses 
associated with the goods or services which they produce. 

♦ The need to accommodate indigents and less affluent pensioners. 

♦ The services provided to the community by public service organisations. 

♦ The value of agricultural activities to the local economy coupled with the 
limited municipal services extended to such activities, but also taking into 
account the municipal services provided to municipal residents who are 
employed in such activities. 

♦ The need to preserve the cultural heritage of the local community. 

♦ The need to encourage the expansion of public service infrastructure. 

♦ The indispensable contribution which property developers (especially In 
regard to commercial and industrial property development) make towards 
local economic development, and the continuing need to encourage such 
development. 

♦ The requirements of the Property Rates Act no. 6 of 2004. 

The accounting officer shall ensure that the revenues forgone in respect of the 

foregoing rebates are appropriately disclosed in each annual operating budget 
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component and in the annual financial statements and annual report, and that such 
rebates are also clearly indicated on the rates accounts submitted to each property 
owner. 


62.3 Frequency of valuations 

The municipality shall prepare a new valuation roll every 3 (three) years and 
supplementary valuation rolls every 6 (six) months. 


63 Roles and Responsibilities 


The accounting officer of a municipality is responsible for managing the financial 
administration of the municipality, and must for this purpose take all reasonable 
steps to ensure that the municipality has and implements a rates policy as may be 
required in terms of any applicable national legislation. 


64 Monitoring, Evaluation and Reporting 


The MEC for local government in a province must monitor whether municipalities in 
the province comply with the provisions of the Property Rates Act. If a municipality 
fails to comply with a provision of the Property Rates Act, the MEC may take any 
appropriate steps to ensure compliance, including proposing an intervention by the 
provincial executive in terms of section 139 of the Constitution. 

The Minister may monitor, and from time to time investigate and issue a public 
report on, the effectiveness, consistency, uniformity and application of municipal 
valuations for rates purposes. The investigation may include:- 

(a) studies of the ratio of valuations to sale prices; and 

(b) other appropriate statistical measures to establish the accuracy of the 
valuations, including the relative treatment of higher value and lower value 
property. 


65 Implementation 


The Rates Policy will be implemented and adopted after approval thereof by the 
Council. 
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Addenda 


A Summary of key issues in terms of the Local Government Municipal Property 

Rates Act 
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66 Introduction 


66.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


66.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

66.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emkahazeni Local Municipality. 
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67 Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Act 

“Act” means Municipal Finance Management Act, 2003 (Act No. 56, 2003) 

“Asset managers” are the senior manager who have the functional accountability for and 
control of the physical management of a particular set of assets in order to achieve the 
Municipality’s strategic objectives relevant to their Departments/Units. 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Act 

“financial year” means the financial year ending 30 June 
“mayor”, in relation to 

(a) a municipality with an executive mayor, means the councillor elected as the executive 
mayor of the municipality in terms of section 55 of the Municipal Structures Act; or 

(b) a municipality with an executive committee, means the councillor elected as the mayor 
of the municipality in terms of section 48 of that Act 

“the municipality” means Emakhazeni Municipality 

“municipal manager” means a person appointed in terms of section 82(1 )(a) or (b) of the 


Municipal Structures Act 

Abbreviations: 


AFR 

Asset Financing Reserve 

CAR 

Corporate Asset Register 

CIR 

Corporate Asset Inventory Register 

DIR 

Department’s Asset Inventory Register 

EFF 

External Financing Fund 

GAMAP 

Generally Accepted Municipal Accounting Practice 

GRAP 

Generally Recognised Accounting Practice 

IDP 

Integrated Development Plan 
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MFMA 


Municipal Finance Management Act, 2003 (Act No. 56, 2003) 
Property, Plant and Equipment 


PPE 


68 Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative policies and 
procedures relating to assets of the Emakhazeni Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of assets. 

Briefly, the procedures include functional responsibilities, GAMAP accounting policies, the 
fixed asset register, funding sources and administrative requirements. 


69 Scope of Application 


Accounting Officer 
Chief Financial Officer 

All heads of departments (Senior Managers and Managers) 
All officials 


70 Legislative Framework 


The Municipality operations are governed by an array of different acts and this manual 
should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and areas of 
influence: 

♦ Public Finance Management Act, 1999 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 

♦ Generally Accepted Municipal Accounting Practice 

♦ Generally Recognised Accounting Practice 
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Thus not only is Emakhazeni Municipality responsive to national government legislation, it 
has to comply with all the local government regulations and acts. 


71 Asset Management Guidelines 


6.1 GAMAP Accounting policies 


6.1.1 Asset Capitalisation 

a) Definition of Property , Plant and Equipment (PPE) 

An item is accounted for as an item of PPE and is raised on the CAR as such 
if it meets the definition of PPE found in GAMAP. The item of PPE is 
capitalised according to the guidelines set out below: 

• Property, plant and equipment are tangible assets that: 

i) Are held by the Municipality for use in the production or supply of 
goods or services, for rental to others, or for administrative 
purposes, and 

ii) are expected to be used during more than one period. 

An item of property, plant and equipment shall be recognised as an 
asset when it is probable that future economic benefits or service 
potential associated with the asset will flow to the Municipality and the 
cost or fair value of the asset to the Municipality can be measured 
reliably. 

To be categorised as an asset, the item should also comply with the 
definition of an asset according to GRAP. The item must be a resource 
which is controlled by the municipality as a result of a past event from 
which future economic benefits or service provision can be expected. 
Major spare parts and stand-by equipment qualify as an asset when the 
municipality expects to use them during more than one period once 
issued. 

• Assets held under leases 

Finance leases are leases which in effect transfer all risks and rewards 
associated with the ownership of an asset from the lessor to the lessee. 
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Assets held under finance leases are capitalized by the Municipality and 
reflected as such in the FAR. It will be capitalized at its leased valued 
at commencement of the lease, which will be the price stated in the 
lease agreement. The asset is then depreciated over its expected 
useful life. 

Operation leases are those leases which do not fall within the scope of 
the above definition. Operating lease rentals are expensed as they 
become due. Assets held under operating leases are not accounted for 
in the asset registers of the Municipality. 


b) Classification of assets 

According to GAMAP 17 PPE should be classified according to the following 

definitions on the FAR and in the general ledger: 

• Infrastructure assets are defined as any asset that is part of a network 
of similar assets. Examples are roads, water reticulation schemes, 
sewerage purification and trunk mains, transport terminals and car 
parks. Infrastructure can be considered as a single asset or more 
usefully as a collection of different assets. Each individual asset shall 
be measured at its own cost and own lifespan, which will influence the 
depreciation of such asset. 

• Community assets are defined as any asset that contributes to the 
community’s well-being. Examples are parks, libraries and fire stations. 

• Heritage assets are defined as culturally significant resources. 
Examples are works of art, historical buildings and statues. 

• Investment properties are defined as properties that are acquired for 
economic and capital gains. Examples are office parks and 
undeveloped land acquired for the purpose of resale in future years. 

• Other assets are defined as assets utilised in normal operations. 
Examples are plant and equipment, motor vehicles and furniture and 
fittings. 
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c) Asset Capitalisation amount 

The capitalisation amounts for the Municipality are as follows: 

• Acquisitions with a value of R1 000,00 or less (DIR) 

Purchases per item, with a value of R1 000,00 each or less, inclusive 
of non claimable VAT, must be purchased against the operating 
budget and will not be bar coded or recorded in the asset register. 
These items will normally include equipment such as books, 
calculators, letter trays, waste bines, brooms, spades, rakes, tools and 
electric equipment. 
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The control over these items will be the responsibility of the 
Department that purchases and utilises these items. These items are 
recorded in the DIR 

• Acquisitions with values of more than R1 000,00 but less than 
R5 000,00 (CIR) 

Asset purchases, with a value of more than R1 000,00 but less than 
R5 000,00 each, inclusive of non claimable VAT must be purchased 
against the operating budget, but will be bar coded and recorded in 
the Corporate Asset Inventory Register. 

• Acquisitions exceeding R5 000,00 (CAR) 

Asset purchases exceeding an amount of R5 000,00 each, inclusive of 
non claimable VAT, will be against the capital budget. These items 
will be capitalized to create asset records in the CAR and bar coded 
on receipt by the relevant asset officials in the devolved functions. 

These purchases provide a lasting benefit to the Municipality and will 
normally be financed over a period of longer than one financial year. 


6. 1.2 Calculation of the initial cost price of items of PPE 

The initial recording of an item of PPE is dealt with as follows in GAMAP 1 7: 

a) An item of property, plant and equipment that qualifies for recognition as an 
asset should initially be measured at its cost. The cost of an item of property, 
plant and equipment comprises its purchase price, including import duties 
and non-refundable purchase taxes and any directly attributable costs of 
bringing the asset to working condition for its intended use. Any trade 
discounts and rebates are deducted in arriving at the purchase price. 
Examples of directly attributable costs are: 

♦ The cost of site preparation 

♦ Initial delivery and handling costs 

♦ Installation costs 

♦ Professional fees such as for architects and engineers 

b) The cost of performing feasibility studies is written off when incurred. 
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6. 1.3 Expenditure incurred in respect of existing PPE subsequent to the initial 
recording of the cost price 

Subsequent expenditure relating to property, plant and equipment is capitalised if it 
is probable that future economic benefits or potential service delivery of the asset is 
enhanced in excess of the originally assessed standard of performance. 

All other subsequent expenditure should be recognised as an expense in the period 
in which it is incurred 

6.1.4 Depreciation of property, plant and equipment 

The straight-line method of depreciation is the method selected and approved for 
use in the Municipality. This method is advantageous as: 

♦ It is simple to calculate. 

♦ It is the most commonly used. 

♦ Adopting this method throughout facilitates uniformity across all National 
Departments and Provinces. 

a) GAMAP principles 

The accounting treatment relating to the depreciation of property, plant and 
equipment is outlined in GAMAP 17. 

The depreciable amount of an item of property, plant and equipment should 
be allocated on a systematic basis over its useful life in a manner which 
reflects the pattern of consumption. Depreciation is an expense and should 
be recognised as such unless it is to be included in the carrying value of 
another item of property, plant and equipment. 

Although typically disclosed together, land and buildings are separable 
assets and because land normally has unlimited life it is not depreciated 
whilst buildings are. Heritage assets such as works of art, historical buildings 
and statues are also not normally depreciated. The reason is that these 
assets have cultural significance and as such are likely to be preserved for 
the benefit of future generations. It should therefore be impossible to 
determine their useful lives. 

The Appendix to GAMAP 17 sets out the generally accepted useful lives of 
all municipal property, plant and equipment. These useful lives must be used 
unless the exemptions set out below exist: 

♦ The item is not properly maintained and it is unlikely that the item can 
be used for its originally expected useful life. The estimated remaining 
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useful life must be used rather useful life must be used rather than 
that in the Appendix. It should be noted that this exemption does not 
permit an extension to the useful lives set out in the Appendix. 

♦ The item can no longer be used for its intended purpose. In this 
circumstance, the asset must be written-off. There will no longer be a 
depreciation charge. 

♦ If the estimated useful life of an item of property, plant and equipment 
changes significantly due to technological changes then the 
depreciation rate should be adjusted for the current and remaining 
future periods. 

An accumulated depreciation account must be created when depreciation is 
calculated. The accumulated depreciation account is a balance sheet item 
and reflects the depreciation charge that has been expensed or capitalised 
since the asset was utilised. The balance on the accumulated depreciation 
account should never exceed the cost or valuation of the specific item of 
property, plant and equipment to which it relates. 


6. 1.5 Disclosure requirements relating to depreciation 

According to GAMAP 17 the following information relating to depreciation should be 
disclosed in the financial statements: 

a) In the accounting policy notes 

The depreciation methods used and the depreciation rates or useful lives. 

b) In the notes to the balance sheet 

The gross carrying amount and the accumulated depreciation at the 
beginning and end of the period in respect of each class of property, plant 
and equipment. 

c) In the notes to the income statements 

The depreciation charged in arriving at the net surplus or deficit disclosed in 
the income statement. 

d) In Annexure B and C to the financial statements 

These Annexures disclose a more detailed analysis of the various classes of 
assets as well as a detailed analysis on the allocation of assets to the various 
departments and functions. These Annexures must show a reconciliation of 
the carrying amount at the beginning and end of the period showing: 

♦ Additions 

♦ Disposals 

♦ Acquisitions through business combinations 

♦ Increases or decreases resulting from revaluations 

♦ Reductions in carrying amount 
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♦ Depreciation 

♦ Other movements 


6.2 Profit or loss on the sale of property, plant and equipment 


6.2. 1 GAMAP principles 

The accounting treatment relating to the profit or loss on the sale of property, plant 
and equipment is outlined in GAMAP 17. 

Profits and losses, which are disclosed in total in the financial statements, are 
calculated by use of the following formula: 

Proceeds Sales value, trade-in value or proceeds received 

from insurance if the asset was damaged or stolen 
Less: Carrying value Cost, or if valued, revaluation amount, less 

accumulated depreciation up to the date of sale or 
when asset can no longer be used for its intended 
purpose 

Equals Profit, or If proceeds are greater than carrying value 

Equals Loss If proceeds are less than carrying value 

The nature and amount of the profit or loss on the disposal of PPE should be 
disclosed on the face of the Income Statement. 


6.3 Impairment losses 

Necessary maintenance to keep the asset in good working condition, which is 
significant (or 'major') and which is not carried out when required, may reduce the 
useful life of the asset, lower its disposal value at the end of its life, and or impair its 
functionality and reduce its output on a long term or permanent basis. 

Under these circumstances, on review of such assets where the indication is that 
the recoverable amount is permanently affected, an impairment loss needs to be 
recognised. 

The recoverable amount is the amount that the Municipality expects to recover from 
the future use of an asset, including its residual value on disposal. 


137 | Page 



An impairment loss is the amount by which the recoverable amount of an asset 
exceeds the total economic benefits or service potential that the entity expects to 
recover from the continued use and ultimate disposal of the asset. 


71. 1. 1 Procedures to identify, account and budget for impairment losses 


The following needs to be done to ensure that impairment losses are identified and 
budgeted for. 


During the operating budget cycle: 


a) Finance Department will issue a request to all Departments/Units with the 
request to identify all assets that: 


♦ Are in a state of damage at the start of the budget cycle 

♦ Are technologically obsolete at the start of the budget cycle 

♦ Have remained idle for a considerable period of time 

♦ Are subject to impairment losses due to the fact that the subsidies to 
be received in exchange for assets are less than the carrying 
amounts. 


b) The recoverable amounts of these assets need to be calculated by 
calculating the Net selling Price per asset. 

c) The impairment loss per asset needs to be calculated as the difference 
between the Net selling price and the book value of the asset. 

d) The impairment loss needs to be budgeted for. 


During the year: 

a) Departments/Units will identify and inform Finance Department Asset Control 
of assets that: 

♦ Are in a state of damage at year end. 

♦ Are technologically obsolete at year end. 

♦ Have remained idle for a considerable period of time. 

♦ Are subject to impairment losses due to the fact that the 
subsidies to be received in exchange for assets are less than 
the carrying amounts. 

b) The recoverable amounts of these assets need to be calculated by 
calculating the Net selling Price per asset. 

c) The impairment loss per asset needs to be calculated as the difference 
between the Net selling price and the book value of the asset. 

d) The impairment loss needs to be accounted for by identifying the relevant 
funding source. 
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Disclosure requirements relating to impairment losses 


All material impairment losses need to be disclosed in the notes to the income 
statement as a separate item. They are normally disclosed as part of the note on 
the amounts that are included in the calculation of the Net Surplus or Deficit for the 
year. 


6.4 Revaluation of land and buildings 

An item of land and buildings should be carried at a revalued amount, as this would 
be its fair value at the date of revaluation less any subsequent accumulated 
depreciation and subsequent impairment losses. 

The fair value of land and buildings will be based on their market value as indicated 
in the valuation roll. 

Any increase as a result of a revaluation in the carrying amount will be recognised 
as revenue to the extent that it reverses a revaluation decrease previously 
recognised as an expense. Depreciation on the revalued amount will be charged to 
the income statement. 

A decrease arising from revaluation should be recognised as an expense but may 
be charged directly against any revaluation surplus to the extent of the balance of 
such a revaluation surplus. 


6.5 Asset Registers 


The asset register is the asset database that provides the basis for the figures in the 
financial statements. It includes information on asset purchase prices, asset 
condition and expected life. It may also include information on current replacement 
cost. All assets should be recorded in the asset register, regardless of the funding 
source. The asset register should contain non-financial data on acquisition, identity, 
accountability, performance and disposal, in addition to the financial data necessary 
to discharge statutory reporting obligations. 

a) Finance Department is responsible for ensuring that complete records of 
asset items are kept, verified and balanced regularly. 

b) The minimum data that should be maintained on assets: 
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Acquisition 


Identify 


Accountability 


Performance 


Disposal 


Accounting 


AZ AZ xZ V XZ 


• Date 

• Supplier 

• Reference 

• Amount 


• Description 

• Model 

• Manufacturer 

• Serial 

Number 

• Unique Asset 
Number 


• Location 

• Programme 

• Custodian 

• Convertants 
or restrictions 

• Identify as 
heritage or 
cultural 


• Capacity 

• Condition 

• Useful life 

• Residual 
value 

• Warranties or 
guarantees 

• Measure 


• Capacity 

• Condition 

• Useful life 

• Residual 
value 


• Historic cost 

• Replacement 
value 

• Depreciation 
rate 

• Accumulated 
depreciation 








6.5. 1 Capital Asset Register (CAR) 

The CAR will consist of all the asset master records with a value of more than 
R5 000,00 each inclusive of non claimable VAT, which have been capitalised. 
These assets must be numbered with the approved barcode labels. Immovable 
assets on the CAR will not be physically numbered with barcode labels but will have 
a unique asset master record number. 


6.5.2 Corporate Asset Inventory Register (CIR) 

The CIR will consist of all the asset master records with a value of more than 
R1 000,00 but less than R5 000,00 inclusive of non claimable VAT, which will be 
created by the different business areas and that have not been capitalised. These 
assets must be bar coded but no financial values will be allocated in the CIR. 


6.5.3 Departments Asset Inventory Records (DIR) 

The DIR will consist of items acquired via the operational budget with a value less 
than R1 000,00 each inclusive of non claimable VAT. These items will normally 
include items such as books, calculators, waste bins, brooms, spades, rakes, tools 
and some electric equipment. These items must be controlled by the Departments 
and the inventory records must be available and kept updated at all times. 
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6.6 Funding sources 


Sources of financing 

The main sources of finance are utilised to acquire assets, namely: 

a) The Asset Financing Reserve (AFR) 

The Council must annually approve the basis and the amounts for which 
contributions should be appropriated to the AFR in conjunction with the 
availability of funds and the requirements of the capital program for that 
financial year. 

The funds in the AFR are accumulated by: 

♦ An annual contribution from revenue 

♦ The cash backed profit on the sale/disposal of assets 

b) The External Financing Fund (EFF) 

The EFF constitutes of loans obtained from external sources. The cash 
should be invested until utilised for the purpose of acquiring fixed assets. 
Where a loan has a fixed period, the instalments should be calculated to 
determine the cash that should be set aside in the EFF. 

In the event of an annuity loan, the cash required to be paid into the EFF 
should be based on the actual loan repayments. 

c) Grants, subsidies and Public Contributions 

Unutilised conditional grants are reflected on the Balance Sheet as a 
Creditor. This creditor has to be backed by cash. 

The following provisions are applicable: 

♦ The cash which backs up the creditor is invested until utilisation. 

♦ Interest earned on the investment is treated in accordance with grant 
conditions. 

♦ Where an asset is purchased out of the unutilised conditional grant an 
amount equal to the cost price of the asset purchased is transferred 
from the Unutilised Capital Receipts into the income statement as 
revenue. An equal amount is then transferred on the statement of 
changes in equity to a reserve called “Future depreciation Reserve” 
(FDR). This reserve is equal to the remaining depreciable value of 
assets purchased out of the Unutilised Capital Receipts. The FDR is 
used to offset depreciation charged on assets purchased out of the 
Unutilised Capital Receipts. 
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d) Revenue Contributions 

Financing of assets from the Municipality’s operating cash flow. The fixed 
asset is capitalised at cost and the payment is credited against the bank 
balance. 


6.7 Administrative requirements 


6.7.1 General 

The designated officials in the different Departments/Units within the Municipality 
must execute the following functions: 

a) Ensure that the bar code number and location number are reflected on the 
asset movement capture form by the relevant official on receipt of the asset. 

b) Complete the asset movement capture form when transfers occur and 
forward the completed original form to the Finance Department. 

c) Ensure that a completed asset movement form is submitted when an asset 
item is retired after the necessary approval has been obtained. 

d) The Finance Department must be notified by the business area within 14 
days of any of the following possible movements: 

♦ Donations 

♦ Additions 

♦ Improvements 

♦ Departmental^ manufactured items 

♦ Loss or damage 

♦ Transfers 

♦ Terminations 

♦ Land sales 


6.7.2 Procedure in case of loss, theft, destruction, or impairment of fixed assets 

Every head of department shall ensure that any incident of loss, theft, destruction, 
or material impairment of any fixed asset controlled or used by the department in 
question is promptly reported in writing to the chief financial officer, to the internal 
auditor, and - in cases of suspected theft or malicious damage - also to the South 
African Police Service. 
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6.8 General and Financial Management 


6.8. 1 Asset Management Plan 

Asset Managers need to manage assets under their control to provide the required 
level of service or economic benefit at the lowest possible long-term cost. To 
achieve this, the Asset Managers need to develop strategic asset management 
plans that cover: 

a) Alignment with the IDP 

b) Operational guidelines 

c) Performance monitoring 

d) Maintenance programs 

e) Renewal, refurbishment and replacement plans 

f) Disposal and rehabilitation plans 

g) Operational, financial and capital support requirements 

h) Risk mitigation plans including insurance strategies 

The operational budgets are the short to medium term plan for implementing this 
strategic asset management plan. 


6.8.2 Pre-Acquisition Planning 

a) Before a capital project is included in the budget for approval, the Asset 

Managers must demonstrate that they have considered the following: 

♦ The projected cost over all the financial years until the project is 
operational 

♦ The future operational costs and revenue on the project, including tax 
and tariff implications 

♦ The financial sustainability of the project over its life including revenue 
generation and subsidisation requirements 

♦ The physical and financial stewardship of that asset through all stages 
in its life including acquisition, installation, maintenance, operations, 
disposal and rehabilitation 

♦ The inclusion of this capital project in the IDP and future budgets 

♦ Alternatives to the capital purchase 

b) The Chief Financial Officer is accountable to ensure the Asset Managers 

receive all reasonable assistance, guidance and explanation to enable them 

to achieve their planning requirements. 
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6.8.3 Acquisition of Assets 


a) Asset Managers should compile the specifications for the assets to be 
acquired and obtain approval in terms of the Municipality’s delegation 
framework. 

b) Asset Managers should following the relevant procurement procedure when 
acquiring assets. 


6.8.4 Insurance of fixed assets 

The accounting officer shall ensure that all movable fixed assets are insured at least 
against fire and theft, and that all municipal buildings are insured at least against fire 
and allied perils. 

If the Municipality operates a self-insurance reserve (assuming such reserve to be 
allowed), the chief financial officer shall annually determine the premiums payable 
by the departments or votes after having received a list of the fixed assets and 
insurable values of all relevant fixed assets from the heads of departments 
concerned. 


The municipal manager shall recommend to the council of the municipality, after 
consulting with the chief financial officer, the basis of the insurance to be applied to 
each type of fixed asset: either the carrying value or the replacement value of the 
fixed assets concerned. Such recommendation shall take due cognisance of the 
budgetary resources of the Municipality. 


The chief financial officer shall annually submit a report to the council of the 
municipality on any reinsurance cover which it is deemed necessary to procure for 
the Municipality’s self-insurance reserve. 
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6.9 Disposal of assets 


a) 

b) 


c) 


c) 


d) 

e) 


f) 


The Municipality may not dispose of capital assets that are utilised to provide 
a minimum level of basic municipal services. 

Capital assets other than those utilised to provide a minimum level of basic 
service may be disposed of subject to Council approval after the Council, in a 
meeting open to the public: 

♦ Has decided on reasonable grounds that the asset is not needed to 
provide the minimum level of basic municipal services; and 

♦ Has considered the fair market value of the asset and the economic 
and community value to be received in exchange of the asset. 

The accounting officer must in relation to the sale or other disposal of state 
assets, ensure that - 

♦ immovable property is sold at market related prices, unless the 
relevant treasury determines otherwise; 

♦ movable assets are sold either by way of tender process, auction or at 
market related prices, whichever is the most advantageous to the 
state; 

♦ in the case of the disposal of computer equipment, the relevant 
department of education must first be approached to indicate whether 
any educational institutions are interested in the equipment, and, if so, 
to arrange for the transport of such equipment at its own cost to any 
such interested educational institutions; 

♦ in the case of the disposal of firearms, the National Conventional Arms 
Control Committee approves of any sale or donation of firearms to any 
person or institution within or outside the Republic 

The Council should appoint a Disposal Committee with the following 
functions: 

♦ Evaluate disposal submissions received from Asset Managers 

♦ Evaluate assets identified and assess in terms of materiality 

♦ Submit recommendation to Council or Accounting Officer 

The authorisation of disposal of assets must be done in terms of the 
Municipality’s delegation framework. 

Any items declared obsolete or damaged will be handed in to the Finance 
Department for safekeeping with a completed asset form and condemnation 
forms. 

It is the responsibility of each Department/Unit to ensure that all obsolete or 
damaged assets are disposed of in the correct and approved manner. 


72 Roles and Responsibilities 
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Functional area 

Responsibility 

1 

Accounting 

Officer 

The Accounting Officer is responsible to ensure that: 

a) The Municipality has and maintains a management, accounting and 
information system that accounts for the assets of the Municipality 

b) The municipality’s assets are valued in accordance with GAMAP 

c) The Municipality has and maintains a system of internal control of 
assets, including an asset register 

d) Senior managers and their teams comply with this policy 

e) Verify assets in possession of the Council annually, during the 
course of the financial year. 

f) Report in writing all asset losses, where applicable, to Council. 

2 

Chief Financial 
Officer 

The Chief Financial Officer must ensure that: 

a) Appropriate systems of financial management and internal control 
are established and carried out diligently 

b) The financial and other resources of the Municipality are utilized 
effectively, efficiently, economically and transparently 

c) Any unauthorized, irregular or fruitless or wasteful expenditure and 
losses resulting from criminal or negligent conduct are prevented 

d) The systems, processes and registers required to substantiate the 
financial values of the Municipality’s assets are maintained to 
standards sufficient to satisfy the requirements of the Auditor- 
General 

e) Financial processes are established and maintained to ensure the 
Municipality’s financial resources are optimally utilized through 
appropriate asset plan, budgeting, purchasing, maintenance and 
disposal decisions 

f) The Accounting Officer is appropriately advised on the exercise of 
powers and duties pertaining to the financial administration of 
assets 

g) The senior managers and senior management teams are 
appropriately advised on the exercise of their powers and duties 
pertaining to the financial administration of assets 

3 

Asset Managers 

The Asset Managers must ensure that: 

a) Appropriate systems of physical management and control are 
established and carried out for assets in their area of responsibility 

b) The Municipal resources assigned to them are utilized effectively, 
efficiently, economically and transparently 

c) Any unauthorized, irregular or fruitless or wasteful expenditure and 
losses resulting from criminal or negligent conduct are prevented 

d) Their asset management systems and controls can provide an 
accurate, reliable and up to date account of assets under their 
control 

e) They are able to justify that their asset plans, budgets, purchasing, 
maintenance and disposal decisions optimally achieve the 
Municipality’s strategic objectives 

f) Issues that will significantly impede the assets capability to provide 
the required level of service or economic benefit, are reported to the 
Accounting Officer 

4 

Budget Unit 

The Budget Unit: 

a) Shall ensure that a project is created for approved budgeted capital 
expenditure that clearly describes the item to be acquired. A clear 
description of the funding source is also required. 

b) Shall release capital funds only after receiving written authority and 
a clear and concise description of the item to be purchased. 

c) Shall ensure that any changes in the capital budget, with regards to 
funds transferred or project description changes are communicated 
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Functional area 

Responsibility 



to Corporate Asset Control. 

d) Shall ensure that the relevant information relating to the calculation 

of depreciation is obtained from the Departments and provided to 
the Department Finance in the prescribed format. 

5 

Expenditure Unit 

The Expenditure Unit: 

a) Shall ensure that invoices authorized for payment are matched to 
the goods received note before processing such payment. 

b) Shall, if any doubt exists as to whether the invoice is in accordance 
with policy, query the payment with the relevant Department and 
shall not process a payment until the invoice meets the policy 
criteria. 

6 

Procurement Unit 

The Procurement Unit: 

a) Shall ensure that the correct material group is allocated to asset 
acquisitions to enable the creation of the relevant work flow 
message. 

b) Shall ensure that items of capital nature acquisitions exceeding 

R5 000,00 shall not be acquired from the OPEX budget vote. 

7 

Human 

Resources 

Department 

The Human Resources Department: 

a) Shall ensure that no monies are paid out on terminations of service 
without receiving the relevant asset resignation form signed off by 
the relevant Department. 

b) Shall ensure that every asset resignation form is counter signed by 
the Finance Department: Asset Control before processing the 
termination of service. 

8 

All Departments 

All Departments: 

a) Shall ensure that employees in their Departments adhere to the 
approved Asset Management Policies and Procedures. 

b) Shall ensure that an employee with delegated authority has been 
nominated to implement and maintain physical control over assets 
in his/her Department. Finance Department Control must be 
notified of who the responsible person is. Although authority has 
been delegated the responsibility to ensure adequate physical 
control over each asset remains with the Asset Manager. 

c) Shall ensure that assets are properly maintained in accordance with 
their respective asset maintenance policy. 

d) Shall ensure that the assets and/or inventory items of the 

Municipality are not used for private gain. 

e) Shall ensure that they budget for adequate funds for the purchase 
of bar coding equipment. 

f) Shall ensure that all their movable assets as reflected on the CAR 
and the DIR are bar coded. 

g) Shall ensure that the Finance Department is notified of any 
changes in the status of the assets under the Department’s control. 
This must be done on the prescribed form and include the following: 

• Movements which relate to the writing-off of and transfer of 
assets (inter departmental transfers). 

• Changes in the estimated useful lives of assets for 
depreciation purposes. 

• The identification of impairment losses on assets. 

h) Shall certify in writing that they have assessed and identified 
impairment losses on all assets at year end. 

i) Shall ensure that a complete asset verification of all inventory and 
asset items is done during the course of every financial year and 
that the results of the verification are reported to Finance 
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Functional area 

Responsibility 


Department. 

j) Shall ensure that all obsolete and broken inventory and asset items, 
accompanied by the relevant asset form and attached 
condemnation forms, are handed in to the Procurement Unit without 
delay. 

k) Shall be responsible for maintaining and managing their own 
Department Asset Inventory Records for items that will not be 
recorded in the CAR or the DIR. These inventory assets are 
acquired via the operational budget. The information to be 
recorded in the DIR must include the description, quantity and 
location of the items. 

l) Shall ensure that the correct cost element and description are being 
used before authorizing any requisitions. 

m) The project structures must be categorized and clearly identified 
according to the GAMAP asset classes when created. 


73 Monitoring, Evaluation and Reporting 


Public sector entities control assets of various classes and all such entities have a duty of 
stewardship over assets under their control. 

Utilisation of resources and safeguarding and maintenance requirements of the Accounting 
Officer are set in Section 62 (1) (a) and 63 (1) (a) of the MFMA. 

Section 65 (1) and (2) (a) to (i) of the MFMA requires that the Accounting Officer keep full 
and proper records of the financial affair of the Municipality and places the responsibility 
for producing annual financial statements on the Accounting Officer. 

Sections 15(a), read with 16 (1) and (3) and 28 (1),(2),(5) and (6) and 69(1) and (2) of the 
MFMA addresses the requirement in terms of the Municipal budget. 

Treasury Regulation 10.1 requires of the accounting officer to ensure that processes, 
manual or electronic, and procedures are in place for the effective, efficient, economical 
and transparent use of the entity’s assets. It further places the full responsibility on the 
accounting officer for ensuring that control systems are in place to ensure the prevention of 
theft, losses, wastage and misuse of assets and the keeping of stock levels at an optimum 
and economical level. 
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74 Implementation 


The Asset Management Policy and Procedure will be implemented and adopted after 
approval thereof by the Council. 


Addenda 


A Useful life of assets (GAMAP 17) 
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1 . 


Introduction 


1.1 Vision and value statement 

It is the vision of Council to “create a secure environmental and sustainable 
development to promote service excellence and unity” Council is committed to its 
mission creating conductive institutional environment within which communities can 
thrive economically and socially. 

The Values of the Council are: 

Transparency 

High Quality Service Delivery 
Accountability 

Serving Communities with Integrity 

Efficiency 

Professionalism 


1.2 Vision 

To strive for the transformation of the Emakhazeni Local Municipality into an 
efficient and cost-efficient institution that renders quality, affordable and sustainable 
services to the community. 

1.3 Mission 

To develop, promote and sustain systems and structures of effective governance as 
well as service delivery for the community of the Emkahazeni Local Municipality. 
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2. Definitions and abbreviations 


Definitions: 

“accounting officer” means the municipal manager appointed in terms of Section 60 of 
the Municipal Finance Management Act 

“chief financial officer” means a person designated in terms of section 80(2)(a) of the 
Municipal Finance Management Act 

“financial year” means the financial year ending 30 June 

“mayor”, in relation to 

(a) a municipality with an executive mayor, means the councillor elected as the executive 
mayor of the municipality in terms of section 55 of the Municipal Structures Act; or 

(b) a municipality with an executive committee, means the councillor elected as the mayor 
of the municipality in terms of section 48 of that Act 

“the municipality” means Emakhazeni Municipality 


3. Purpose of the Guidelines 


The purpose of this manual is to prescribe the accounting and administrative 
policies and procedures relating to banking and investments of the Emakhazeni 
Municipality. 

The Municipality should perform the procedures set out in this manual to ensure the 
effective planning and management of banking and investments. 


Scope of Application 


Accounting Officer 
Chief Financial Officer 

All heads of departments (Senior Managers and Managers) 
Any other senior officials designated by the accounting officer 
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5. Legislative Framework 


The Municipality operations are governed by an array of different acts and this 
manual should be understood within that context. 

The following Acts and prescripts are central in defining municipal boundaries and 
areas of influence: 

♦ Public Finance Management Act, 1999 (Act 1 of 1999) 

♦ Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 

♦ Municipal Finance Management Act, 2003 (Act 56 of 2003) 

♦ Municipal Investment Regulations issued by National Treasury 


Thus not only is Emakhazeni Municipality responsive to national government 
legislation, it has to comply with all the local government regulations and acts. 


6. Principles 


6.1.1 Bank account 

a) The municipality must open and maintain at least one bank account in the 
name of the municipality and all money received by the municipality must 
promptly be paid into its bank account or accounts. If the municipality has 
only one bank account, that account is its primary bank account but if the 
municipality has more than one bank account, it must designate one of those 
bank accounts as its primary bank account. 

b) A bank account may not be opened: 

♦ abroad; 

♦ with an institution not registered as a bank in terms of the Banks Act 
1990 (Act No. 94 of 1990); or 

♦ otherwise than in the name of the municipality. 

c) The following moneys must be paid into the municipality's primary bank 
account: 

♦ All allocations to the municipality; 

♦ all income received by the municipality on its investments; 

♦ all income received by the municipality in connection with its interest in 

any municipal entity, including dividends; 

♦ all money collected by a municipal entity or other external mechanism 
on behalf of the municipality; and 
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any other moneys as may be prescribed. 


♦ 


6.1.2 Investments 

a) The council of the municipality is the trustee of the public revenues, which it 
collects, and it therefore has an obligation to the community to ensure that 
the municipality’s cash resources are managed effectively and efficiently. 

b) The council therefore has a responsibility to invest these public revenues 
knowledgeably and judiciously, and must be able to account fully to the 
community in regard to such investments. 

c) The investment policy of the municipality is therefore aimed at gaining the 
optimal return on investments, without incurring undue risks, during those 
periods when cash revenues are not needed for capital or operational 
purposes. The effectiveness of the investment policy is dependent on the 
accuracy of the municipality’s cash management programme, which must 
identify the amounts surplus to the municipality’s needs, as well as the time 
when and period for which such revenues are surplus. 


7. Cash management and Banking Policy Guidelines 


74.1 Cash Management 


7.1.1 Cash collection 

All monies due to the municipality must be collected as soon as possible, either on 
or immediately after due date, and banked on a daily basis. A separate Receipts 
policy exists to guide and manages the receipt procedures. 

The respective responsibilities of the Chief Financial Officer and other heads of 
departments in this regard is defined in a code of financial practice approved by the 
Accounting Officer and the Chief Financial Officer, and this code of practice is 
attached as Annexure A to this policy. 

The unremittant support of and commitment to the municipality’s credit control 
policy, both by the council and the municipality’s officials, is an integral part of 
proper cash collections, and by approving the present policy the council pledges 
itself to such support and commitment. 
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7.1.2 Payments to creditors 


a) General 

The chief financial officer shall ensure that all tenders and quotations invited 
by and contracts entered into by the municipality stipulate payment terms 
favourable to the municipality, that is, payment to fall due not sooner than the 
conclusion of the month following the month in which a particular service is 
rendered to or goods are received by the municipality. This rule shall be 
departed from only where there are financial incentives for the municipality to 
effect earlier payment, and any such departure shall be approved by the 
chief financial officer before any payment is made. 

In the case of small, micro and medium enterprises, where such a policy may 
cause financial hardship to the contractor, payment may be effected at the 
conclusion of the month during which the service is rendered or within 
fourteen days of the date of such service being rendered, whichever is the 
later. Any such early payment shall be approved by the chief financial officer 
before any payment is made. 

Notwithstanding the foregoing policy directives, the chief financial officer shall 
make full use of any extended terms of payment offered by suppliers and not 
settle any accounts earlier than such extended due date, except if the chief 
financial officer determines that there are financial incentives for the 
municipality to do so. 

The chief financial officer shall not ordinarily process payments, for accounts 
received, more than once in each calendar month, such processing to take 
place on or about the end of the month concerned. Wherever possible, 
payments shall be effected by means of electronic transfers rather than by 
cheques. The Chief Financial Officer and the Accounting Officer authorize all 
payments captured on the system to ensure the segregation of duties. The 
system will only release payment after the 2 nd authorization code has been 
captured. 

Special payments to creditors shall only be made with the express approval 
of the chief financial officer, who shall be satisfied that there are compelling 
reasons for making such payments prior to the normal month end processing 

b) Control register 

A control register shall at all times be kept where all creditors’ payment 
(Invoices) shall be recorded immediately after receipts, before starting with 
the processing. 
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The register shall have the following headings and shall be completed in full in respect of 
each and every payment: 


Heading 

Purpose 

Date of receipt 

To record the date on which the order or invoice 
or general payment voucher is received. 

Order number 

To record the order number, in case where there 
is no order to write “GP” for general payment 
voucher. 

Payee 

To record the name of the Supplier 

Particulars 

To specify the service rendered or goods 
delivered 

Invoice Number 

To record the invoice number 

Invoice amount 

To record the amount payable 

Surname and initials of 
capturer 

To record the name of the Official who will 
capture the invoice 

Signature of capturer 

For the capturer to sign 

Date received 

To record the date on which the order was 
received by the capturer 

Checked by and date 

The register to be checked by the Deputy 

Manager: Finance at least once a week 


c) Capturing 

Before capturing a voucher the responsible official shall first make sure that:- 

♦ The order or general payment voucher is supported by an original 
invoice. In case of a copy of invoice, it must have been certified by 
the Deputy Manager: Finance as not paid before. 

♦ The order or general payment voucher must have been approved by 
an Authorised Officer in terms of the financial delegations. 

♦ The order or certificate or general payment voucher must have been 
certified by the Stores Officer or a person with knowledge of the goods 
or services as received. 

♦ The amount on the face of the order is equal to the invoice amount. 

♦ The payee on the invoice/certificate is the same as on the order form 
or general payment voucher. 

♦ The date of the invoice shall not precede the date of the order. 

♦ When capturing the official shall make sure that:- 

(i) The invoice number is captured in full and no invoices shall be 
combined or abbreviated (This will help the system to detect 
possible double payments). 

(ii) There shall be consistency in the capturing process for the 
computer to detect possible double payments. 
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(iii) One and the same account shall always be used when 
processing payments to the same Supplier for the same 
Institution or ordering office. 

(iv) He/She uses official/s own user identity. 

(v) No user identity of a friend or co-worker shall be used. 


7.1.3 Petty Cash 

A petty cash for purchases not exceeding R1 00,00 will be managed by the Finance 
Department. Please refer to the Petty Cash Policy. 


7.1.4 Cash management programme 

The chief financial officer shall prepare an annual estimate of the municipality’s 
cash flows divided into calendar months, and shall update this estimate on a weekly 
basis. The estimate shall indicate when and for what periods and amounts surplus 
revenues may be invested, when and for what amounts investments will have to be 
liquidated, and when - if applicable - either long-term or short-term debt must be 
incurred. Heads of departments shall in this regard furnish the chief financial officer 
with all such information as is required, timeously and in the format indicated. 

The chief financial officer shall report to the executive mayor, on a monthly basis 
and to every ordinary council meeting the cash flow estimate or revised estimate for 
such month or reporting period respectively, together with the actual cash flows for 
the month or period concerned, and cumulatively to date, as well as the estimates 
or revised estimates of the cash flows for the remaining months of the financial 
year, aggregated into quarters where appropriate. The cash flow estimates shall be 
divided into calendar months, and in reporting the chief financial officer shall provide 
comments or explanations in regard to any significant cash flow deviation in any 
calendar month forming part of such report. Such report shall also indicate any 
movements in respect of the municipality’s investments, together with appropriate 
details of the investments concerned. 
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7.2 Banking arrangements 


7.2. 1 Bank accounts 


The accounting officer is responsible for the management of the municipality’s bank 
accounts, but may delegate this function to the chief financial officer. The 
accounting officer and chief financial officer are authorised at all times to sign 
cheques and any other documentation associated with the management of such 
accounts. The accounting officer, in consultation with the chief financial officer, is 
authorised to appoint two or more additional signatories in respect of such 
accounts, and to amend such appointments from time to time. The list of current 
signatories shall be reported to the executive mayor, on a monthly basis, as part of 
the report dealing with the municipality’s investments. 

In compliance with the requirements of good governance, the accounting officer 
shall open a bank account for ordinary operating purposes, and shall further 
maintain a separate account for each of the following: 

a) The administration of the external finance fund; and 

b) The administration of the asset financing reserve (if these accounts are 
legally permissible). 

One or more separate accounts shall also be maintained for the following: 

a) Capital receipts in the form of grants, donations or contributions from 
whatever source; 

b) trust funds; and 

c) the municipality’s self-insurance reserve (if legally permissible). 

In determining the number of additional accounts to be maintained, the accounting 
officer, in consultation with the chief financial officer, shall have regard to the likely 
number of transactions affecting each of the accounts referred to. Unless there are 
compelling reasons to do otherwise, and the council expressly so directs, all the 
municipality’s bank accounts shall be maintained with the same banking institution 
to ensure pooling of balances for purposes of determining the interest payable to 
the municipality. 

The accounting officer shall invite tenders for the placing of the municipality’s bank 
accounts within six months after the election of each new council, such new banking 
arrangements to take effect from the first day of the ensuing financial year. 
However, such tenders may be invited at any earlier stage, if the accounting officer, 
in consultation with the chief financial officer, is of the opinion that the services 
offered by the municipality’s current bankers are materially defective, or not cost- 
effective, and the executive mayor or the executive committee, as the case may be, 
agrees to the invitation of such tenders. 
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7.2.2 Withdrawals from bank account 


In terms of the Municipal Finance Management Act, only the accounting officer or 
the chief financial officer of the municipality or any other senior financial official of 
the municipality acting on the written authority of the accounting officer, may 
withdraw money or authorise the withdrawal of money from any of the municipality’s 
bank accounts. Such withdrawals may be made only to: 

♦ defray expenditure appropriated in terms of an approved budget; 

♦ defray expenditure authorised in terms of Section 26(4) of the Municipal 
Finance Management Act; 

♦ defray unforeseeable and unavoidable expenditure authorised in terms of 
Section 29(1) of the Municipal Finance Management Act; 

♦ in the case of a bank account opened in terms of Section 12 of the Municipal 
Finance Management Act, make payments from the account in accordance 
with Section 12(4) of the said Act; 

♦ pay over to a person or organ of state money received by the municipality on 
behalf of such person or organ of state, including money collected by the 
municipality on behalf of such person or organ of state by agreement, or any 
insurance or other payments received by the municipality for such person or 
organ of state; 

♦ refund money incorrectly paid into a bank account; 

♦ refund guarantees, sureties and security deposits; 

♦ make investments for cash management purposes in accordance with 
Section 13 of the Municipal Finance Management Act; 

♦ defray increased expenditure in terms of Section 31 of the Municipal Finance 
Management Act;; or 

♦ for such other purposes as may be prescribed. 


7.2.3 Bank reconciliations 

a) The Chief Financial Officer must establish the following with the 
Municipality’s bankers: 

♦ Procedures regarding the frequency of printing and receipt of bank 
statements; 

♦ access to on-line banking facilities; 

♦ security of information when transacting with the bank through on-line 
facilities or otherwise; 

♦ the basis for calculating bank charges; 

♦ the extent of bank overdraft facilities; 

♦ the bank overdraft interest rate; and 
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♦ cash management arrangements to automatically transfer surplus 
funds to a call account. 

b) The Chief Financial Officer should: 

♦ Allocate the responsibility for the management and accounting for all 
deposits or credits to the bank statement to his authorised designate, 
who is normally the designated official; 

♦ allocate the responsibility for the management and accounting for all 
debits to the bank statement cheques, stop orders, transfers and other 
debits to the designated official; 

♦ allocate the responsibility for the preparation of the bank reconciliation 
to an authorised designate; 

♦ allocate the responsibility for retrieving information from the bank to an 
authorised designate; 

♦ check the accuracy of the bank reconciliation on a regular basis; 

♦ determine the frequency of performing the bank reconciliation (either 
weekly or monthly). 

c) The Chief Financial Officer must: 

♦ Establish daily credits to the Council bank account and follow up to 
ensure that these deposits or credits are accounted for in the books of 
the Municipality; 

♦ identify full details of each credit timeously to avoid having to account 
for these credits in the suspense account; 

♦ process the daily transfers or deposits into the Council’s bank account 
into the accounting system by: 

i) Processing the credits through the Council’s receipting 
procedures. In this event, it is desirable to keep these 
transactions separate to the normal transactions. A daily direct 
deposit control sheet should be completed as a record of what 
direct deposits have been processed; or 

ii) Journal vouchers with a supporting control sheet. 

♦ Record all unidentified credits (receipts) in a suitable register to 
facilitate future claims against the amount and follow up; 

♦ balance the unidentified receipts register to the suspense account in 
the general ledger on a monthly basis. 

d) The Chief Financial Officer must establish a process for managing returned 

cheques which should include: 

♦ Maintaining a returned cheque register which should record the 
following: 
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i) The date on which the cheque was debited by the bank; 

ii) The name of the drawer; 

iii) The amount of the cheque; 

iv) The drawer’s debtor account number; 

v) Details of fresh cheque / cash in respect of R/D cheques. 

♦ Debiting the amount of the cheque returned to the returned debtors 
account on a weekly basis, either from the cheque returned register, 
or a journal voucher made out for the purpose; 

♦ debiting the monthly total of returned cheques to the debtors control 
account or the relevant income account; 

♦ recover cost of R/D cheques. 

e) The Chief Financial Officer must: 

♦ Verify all debits on the Council bank accounts to ensure that these 
entries are correct and accounted for; 

♦ Inspect the bank statements to confirm that the only debits on the 
account other than Council cheques are: 

i) Bank charges; 

ii) Interest on overdraft; 

iii) R/D cheques; 

iv) Electronic transfers such as transfers to salaries accounts; and 

v) Electronic payments to suppliers; 

♦ Check the bank charges and interest amounts for reasonableness, 
and make out a payment voucher for processing to the ledger. This 
voucher should reflect the bank statement number and total costs per 
statement; 

♦ in the case of R/D cheques, hand the amounts to the billing 
department for processing; 

♦ In the case of transfers to other Municipal bank accounts, verify the 
transfers back to the authorised transfer voucher that should have 
been authorised by the originating official. 
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8. Investment Policy Guidelines 


8.1 Ethics 

The chief financial officer shall be responsible for investing the surplus revenues of 
the municipality, and shall manage such investments in consultation with the 
executive mayor and in compliance with any policy directives formulated by the 
council and prescriptions made by the Minister of Finance. 

In making such investments the chief financial officer, shall at all times have only 
the best considerations of the municipality in mind, and, except for the outcome of 
the consultation process with the executive mayor shall not accede to any influence 
by or interference from councillors, investment agents or institutions or any other 
outside parties. 

Neither the chief financial officer nor the executive mayor may accept any gift, other 
than an item having such negligible value that it cannot possibly be construed as 
anything other than a token of goodwill by the donor, from any investment agent or 
institution or any party with which the municipality has made or may potentially 
make an investment. 
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8.2 Investments 


The municipality may invest funds only in any of the following investment types: 

a) Securities issued by the national government; 

b) Listed corporate bonds with an investment grade rating from 
a nationally or internationally recognised credit rating 
agency; 

c) Deposits with banks registered in terms of the Banks Act, 
1990 (Act No. 94 of 1990); 

d) Deposits with the Public Investment Commissioners as 
contemplated by the Public Investment Commissioners Act, 
1984 (Act No. 45 o 1984); 

e) Deposits with the Corporation for Public Deposits as 
contemplated by the Corporation for Public Deposits Act, 
1984 (Act No. 46 of 1984); 

f) Banker’s acceptance certificates or negotiable certificates of 
deposit of banks registered in terms of the Banks Act, 1990; 

g) Guaranteed endowment policies with the intention of 
establishing a sinking fund; 

h) Repurchase agreements with banks registered in terms of 
the Banks Act, 1990; 

i) Municipal bonds issued by a municipality; and 

j) Any other investment type as the Minister may identify by 
regulation in terms of section 168 of the Act, in consultation 
with the Financial Services Board. 


8.3 Limiting exposure 

Where large sums of money are available for investment the chief financial officer 
shall ensure that they are invested with more than one institution, wherever 
practicable, in order to limit the risk exposure of the municipality. The chief financial 
officer shall further ensure that, as far as it is practically and legally possible, the 
municipality’s investments are so distributed that more than one investment 
category is covered (that is, call, money market and fixed deposits). 


8.4 Risk and return 

Although the objective of the chief financial officer in making investments on behalf 
of the municipality shall always be to obtain the best interest rate on offer, this 
consideration must be tempered by the degree of risk involved in regard to both the 
financial institution and the investment instrument concerned. No investment shall 
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be made with an institution where the degree of risk is perceived to be higher than 
the average risk associated with investment institutions. Deposits shall be made 
only with registered deposit-taking institutions. 


8.5 Payment of commission 

Every financial institution with which the municipality makes an investment must 
issue a certificate to the chief financial officer in regard to such investment, stating 
that such financial institution has not paid and will not pay any commission and has 
not and will not grant any other benefit to any party for obtaining such investment. 


8.6 Call deposits and fixed deposits 

The chief financial officer shall obtain quotations from at least three financial 
institutions before making any call or fixed deposits. 

The chief financial officer, shall, whenever necessary, request quotations 
telephonically, and shall record in an appropriate register the name of the institution, 
the name of the person contacted, and the relevant terms and rates offered by such 
institution, as well as any other information which may be relevant (for example, 
whether the interest is payable monthly or only on maturity, and so forth). 

Once the best investment terms have been identified, written confirmation of the 
telephonic quotation must be immediately obtained (by facsimile, e-mail or any 
other expedient means). 

Any monies paid over to the investing institution in terms of the agreed investment 
shall be paid over only to such institution itself and not to any agent or third party. 
Once the investment has been made, the chief financial officer shall ensure that the 
municipality receives a properly documented receipt or certificate for such 
investment, issued by the institution concerned in the name of the municipality. 


8.7 Control over investments 

The chief financial officer shall ensure that proper records are kept of all 
investments made by the municipality. Such records shall indicate: 

a) The date on which the investment is made; 

b) the institution with which the monies are invested; 

c) the amount of the investment 

d) the interest rate applicable; and 


166 | P a g e 



e) the maturity date. (If the investment is liquidated at a date other than the 
maturity date, such date shall be indicated.) 

The chief financial officer shall ensure that all interest and capital properly due to 
the municipality are timeously received, and shall take appropriate steps or cause 
such appropriate steps to be taken if interest or capital is not fully or timeously 
received. 

The chief financial officer shall ensure that all investment documents and 
certificates are properly secured in a fireproof safe with segregated control over the 
access to such safe, or are otherwise lodged for safekeeping with the municipality’s 
bankers or attorneys for audit purposes. 


8.8 Interest on investments 

The interest accrued on all the municipality’s investments shall, in compliance with 
the requirements of generally accepted municipal accounting practice, be recorded 
in the first instance in the municipality’s operating account as ordinary operating 
revenues, and shall thereafter be appropriated, at the end of each month, to the 
fund or account in respect of which such investment was made. 

The Chief Financial Officer should perform interest calculations on each investment 
to check whether the correct interest was received depending on when interest fell 
due or was credited. 

When preparing the annual financial statements, the Chief Financial Officer must 
obtain from each institution with which the Municipality holds an investment, a 
certificate stating the nature of the investment, the value of the investment, interest 
paid on the investment, and interest outstanding on the investment. 

The Chief Financial Officer should raise any differences, as interest accrued or 
interest received in advance, in the correct period to which it relates. 


9. Roles and Responsibilities 


9.1 Accounting Officer 

The accounting officer of a municipality must submit to the relevant provincial 
treasury and the Auditor-General:- 

a) in writing within 90 days after the municipality has opened a new bank 
account the name of the bank where the account has been opened, and the 
type and number of the account; and 


167 | P a g e 




(b) annually before the start of a financial year, the name of each bank where 
the municipality holds a bank account, and the type and number of each 
account. 

The accounting officer of a municipality:- 

a) must administer all the municipality's bank accounts, including a bank 
account referred to in section 12 or 48(2)(d) of the Municipal Finance 
Management Act; 

b) is accountable to the municipal council for the municipality's bank accounts; 
and 

c) must enforce compliance with sections 7, 8 and 1 1 of the Municipal Finance 
Management Act. 

The accounting officer, must, among other things, take all reasonable steps to 
ensure that all money received is promptly deposited in accordance with the 
requirements of the present Act into the municipality’s primary and other bank 
accounts. 

The accounting officer must also ensure that all revenue received by the 
municipality, including revenue received by any collecting agent on its behalf, is 
reconciled on at least a weekly basis. 

The accounting officer must take all reasonable steps to ensure that any funds 
collected by the municipality on behalf of another organ of state are transferred to 
that organ of state at least on a weekly basis or as prescribed, and that such funds 
are not used for purposes of the municipality. 

The accounting officer must take all reasonable steps to ensure, among other 
things, that payments made by the municipality are made direct to the person to 
whom they are due , unless agreed otherwise for reasons as may be prescribed, 
and either electronically or by way of non-transferable cheques, provided that cash 
payments and payments by way of cash cheques may be made for exceptional 
reasons only, and only up to a prescribed limit. 

The accounting officer must also ensure that all money owing by the municipality is 
paid within 30 days of receiving the relevant invoice or statement, unless 
prescribed otherwise for certain categories of expenditure. 

The accounting officer must further ensure that the municipality’s available working 
capital is managed effectively and economically in terms of the prescribed cash 
management and investment framework. 


10. Monitoring, Evaluation and Reporting 


The accounting officer must within 30 days after the end of each quarter- 
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a) table in the municipal council a consolidated report of all withdrawals made in 
during that quarter; and 

b) submit a copy of the report to the relevant provincial treasury and the 
Auditor-General. 

A bank where a municipality at the end of a financial year holds a bank account, or 
held a bank account at any time during a financial year, must- 

a) within 30 days after the end of that financial year notify the Auditor-General in 
writing, of such bank account, including- 

(i) the type and number of the account; and 

(ii) the opening and closing balances of that bank account in that financial 
year 

b) promptly disclose information regarding the account when so requested by 
the National Treasury or the Auditor-General. 

A bank, insurance company or other financial institution which at the end of a 
financial year holds, or at any time during a financial year held, an investment for a 
municipality, must- 

a) within 30 days after the end of that financial year, notify the Auditor-General 
in writing, of that investment, including the opening and closing balances of 
that investment in that financial year; and 

b) promptly disclose information regarding the investment when so requested 
by the National Treasury or the Auditor-General. 


The accounting officer must within 10 working days of the end of each month submit 
to the mayor of the Municipality a report describing in accordance with generally 
recognized accounting practices the investment portfolio of the Municipality as at 
the end of the month. The report must set out at least: 

a) the market value of each investment as at the beginning of the reporting 
period; 

b) any changes to the investment portfolio during the reporting period; 

c) the market value of each investment as at the end of the reporting period; 
and 

d) fully accrued interest and yield for the reporting period. 
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Reporting requirements 

9. (1) The accounting officer of a municipality or municipal entity must within 10 
working days of the end of each month, as part of the section 71 report 
required by the Act, submit to the mayor of the municipality or the board of 
directors of the municipal entity a report describing in accordance with 
generally recognised accounting practice the investment portfolio of that 
municipality or municipal entity as at the end of the month. 

(2) The report referred to in subregulation (1 ) must set out at least — 

(a) the market value of each investment as at the beginning of the 
reporting period; 

(b) any changes to the investment portfolio during the reporting period; 

(c) the market value of each investment as at the end of the reporting 
period; and 

(d) fully accrued interest and yield for the reporting period. 


11. Implementation 


The Banking and Investment Policy will be implemented and adopted after approval 
thereof by the Council. 


Addenda 


A Code of Practice in regard to payments and revenue collections 
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